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No.  767. 

In  the  Matter  of  the  Application  of  the  Atlantic  and 
Suburban  Railway  Company  for  Approval  of  In- 
creased Rates. 

1.  Under  present  financial  conditions  it  does  not  appear  wise  to  attempt  to 
increase  rates  merely  for  the  purpose  of  laying  aside  and  placing  in  a  fund 
moneys  not  immediately  needed  for  the  proper  operation  of  the  company. 
This,  to  a  certain  extent,  would  be  the  case  if  a  special  allowance  was  made 
for  depreciation. 

2.  The  company  should  be  allowed  to  earn  a  sufficient  amount  to  properly 
operate  its  road,  maintain  its  equipment,  furnish  satisfactory  service  and  pay 
its  just  debts. 

3.  An  increase  from  six  cents  to  seven  cents  is  allowed,  but  proposed  in- 
creases in  commutation  rates  are  disapproved. 

George  A,  Bourgeois,  for  the  Petitioner. 

The  Atlantic  and  Suburban  Railway  Company,  on  December 
24,  1919,  filed  a  proposed  new  schedule  of  rates  to  govern  its 
charges  between  Atlantic  City,  Pleasantville,  Absecon,  Linwood 
and  Somers  Point. 

This  company  was  organized  and  constructed  about  1902,  but 
in  1908  was  sold  at  receiver's  sale.  It  appears  that  for  some  time 
prior  to  July  i,  1910,  the  fare  between  Atlantic  City  and  Pleas- 
antville was  five  cents  and  also  five  cents  on  certain  other  zones, 
namely,  between  Pleasantville  and  Absecon  and  from  Pleasant- 
ville to  points  south.  On  July  i,  1910,  the  rate  from  Atlantic 
City  to  Pleasantville  was  increased  from  five  to  ten  cents.  Cer- 
tain commutation  rates  were  also  in  effect.  In  the  latter  part  of 
191 1  the  rates  charged  by  the  company  were  attacked  by  repre- 
sentatives of  the  municipalities  served,  and  the  Board  on  Febru- 
ary 6,  1912,  filed  a  report  showing  that  the  revenue  from  the 
business  did  not  allow  an  adequate  return  on  the  outstanding 
securities  of  the  company.  These  had  been  issued  following  a 
receiver's  sale  and  it  was  assumed  bore  a  fairly  close  relation  to 
the  value  of  the  property. 

In  the  early  summer  of  1918  the  company  filed  a  schedule  of 
rates  which  the  Board  permitted  to  go  into  effect  July  10,  1918. 
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The  rates  then  permitted  and  the  rates  previously  charged  were  as 
follows : 


Between  Atlantic  City,  N.  J.,  and  Pleasantville,  N.  J., 

Between  Pleasantville,  N.  J.,  and  Linwood,  N.  J., 

Between  Linwood,  N.  J.,  and  Somers  Point,  N.  J., 

Between  Pleasantville,  N.  J.,  and  Absecon,  N.  J., 

Six-trip  strip  ticket  between  Atlantic  City,  N.  J.,  and 
Pleasantville,  N.  J.,  

Sixty-trip  commutation  ticket,  good  for  60  trips  within  a 
calendar  month,  between  Atlantic  City,  N.  J.,  and  Pleas- 
antville, N.  J.,    3.00 

Commutation  ticket,  good  for  60  trips  within  a  calendar 
month,  between  Atlantic  City,  N.  J.,  and  Absecon,  N.  J., 

Commutation  ticket,  good  for  60  trips  within  a  calendar 
month,  between  Atlantic  City,  N.  J.,  and  Linwood,  N.  J., 

From  the  above  table  it  will  be  noted  that  commutation  rates 
were  not  changed  at  that  time.  It  will  be  also  noted  that  for  each 
zone  where  five  cents  was  charged  a  charge  of  six  cents  was  sub- 
stituted. 

The  rates  in  effect  and  those  proposed  are : 


Rate  Per- 

Rate 

mitted  to 

Prior  to 

Go  Into 

July. 

Effect 

igi8. 

July,  1918. 

.10 

.12 

.05 

.06 

.05 

•   .06 

.05 

.06 

I    6  for 

6  for 

.50 

.60 

L 

No 

3.00 

change. 

No 

.       3.90 

change. 

No 

.       3.90 

change. 

Between  Atlantic  City,  N.  J.,  and  Pleasantville,  N.  J., 

Between  Pleasantville,  N.  J.,  and  Linwood,  N.  J., 

Between  Linwood,  N.  J.,  and  Somers  Point,  N.  J., 

Between  Pleasantville,  N.  J.,  and  Absecon,  N.  J., 

Six-trip   strip    ticket    between    Atlantic    City,    N.    J.,    and 

Pleasantville,  N.  J.,  

Commutation  ticket,  good  for  60  trips  within  a  calendar 

month,  between  Atlantic  City,  N.  J.,  and  Pleasantville, 

N.  J., 

Commutation  ticket,  good  for  60  trips  within  a  calendar 

month,  between  Atlantic  City,  N.  J.,  and  Absecon,  N.  J., 
Commutation  ticket,  good  for  60  trips  within  a  calendar 

month,  between  Atlantic  City,  N.  J.,  and  Linwood,  N.  J., 
Commutation  ticket,  good  for  60  trips  within  a  calendar 

month,  between  Atlantic  City,  N.  J.,  and  Somers  Point,    None 

N.  J.,   in  effect 


^resent 

New 

Rate. 

Rate, 

.12 

.15 

.06 

.07 

.06 

.07 

.06 

.07 

6  for 

6  for 

.60 

.75 

3.00 


3.90 


3.90 


3.60 


5.40 


5.70 


7.80 
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VALUATION   OF   THE   PROPERTY. 

Data  are  not  available  showing  the  cost  of  the  property  nor 
its  appraised  value  in  any  of  the  years  up  to  the  time  of  the  hear- 
ing. The  annual  reports  and  the  reports  to  the  State  Board  of 
Assessors  give  certain  figures  as  value  of  plant  and  franchise, 
but  these  figures,  it  has  been  understood  for  years,  are  really 
used  to  balance  the  outstanding  securities.  Prior  to  the  receiver- 
ship in  1908,  the  company  was  capitalized  with  stock  of  $750,000 
and  a  bond  issue  of  $750,000.  No  dividends  had  ever  been  paid 
by  the  company.  As  a  result  of  the  receiver's  sale  in  1908,  the 
property  was  sold  for  $90,000,  subject  to  outstanding  bonds  of 
$551,000.  In  1910  there  were  bonds  outstanding  to  the  amount 
of  $691,100  and  capital  stock  to  the  amount  of  $150,000. 

The  company's  witness  testified  that  the  appraised  value  of 
the  property  was  $875,700.  This  was  based  upon  current  prices 
for  the  year  19 16.  The  appraisal  has  been  checked  over  with 
considerable  care  by  the  Board's  ei^neers  and  it  is  found  that 
the  prices  for  1916  are  slightly  higher  than  average  prices  for  a 
period  of  several  years  previous,  but,  on  the  whole,  they  con- 
stitute a  fair  basis  for  an  appraisal  at  pre-war  prices.  No  claim 
was  made  that  the  appraisal  should  be  based  upon  inflated  war- 
time prices.  It  should  be  noted  this  is  an  estimate  of  the  value 
new  of  the  property  and  includes  moderate  allowances  for  engi- 
neering overhead  charges.  In  view  of  the  financial  condition 
of  the  company,  as  will  be  indicated  hereafter,  the  actual  value 
of  the  property  does  not  affect  the  conclusions  in  this  report. 

EARNINGS   AND   EXPENSES. 

Table  I,  attached  hereto,  gives  the  comparative  results  of 
operations  for  191 5  to  1918  and  for  the  eleven  months  ending 
November  30,  1919.  The  revenue  for  the  year  ending  June  30, 
191 1,  was  in  excess  of  $98,000,  but  the  income  from  1915  to 
19 18  has  ranged  from  $80,000  to  $88,000.     The  gross  income 
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from  operations  referred  to  in  Table  I  has  varied  from  $21,000 
to  nearly  $24,000  in  1915,  1916  and  1917,  but  fell  to  $18,000 
in  1918,  notwithstanding  the  increase  in  fares  which  became 
effective  in  July,  191 8.  For  the  year  19 19  the  gross  income  will 
exceed  $27,000.  This  is  before  deducting  taxes  and  without  any 
allowance  for  annual  depreciation.  Table  I  also  shows  the  taxes 
paid  and  payable  in  past  years  and  interest  on  outstanding  bonds 
and  loans.  After  the  payment  of  taxes  the  amount  available  as 
net  income  has  averaged  during  the  last  five  years  approximately 
$18,200,  which  is  about  two  per  cent,  on  the  claimed  valuation 
by  the  company.  This  is  insufficient  in  amount  to  pay  the  in- 
terest on  outstanding  bonds  and  loans  by  an  average  of  about 
$12,250  per  annum.  Nothing  has  been  set  aside  for  depreciation, 
although  calculations  have  been  made  indicating  its  proper 
amount. 

Under  present  financial  conditions  it  does  not  appear  wise  to 
attempt  to  increase  rates  merely  for  the  purpose  of  laying  aside 
and  placing  in  a  fund  moneys  not  immediately  needed  for  the 
proper  operation  of  the  company.  This  would,  to  a  certain 
extent,  be  the  case  if  special  allowance  was  made  for  deprecia- 
tion. The  company  is  able  at  the  present  time,  from  its  revenues, 
to  pay  all  operating  expenses,  to  maintain  its  system  so  as  to 
enable  it  to  furnish  satisfactory  service  and  have  an  amount  left 
over  suflRcient  to  pay  about  half  the  interest  charges  on  its  bonds 
and  loans.  The  company  was  reorganized  some  years  ago,  and 
was  again  in  the  hands  of  a  receiver  at  a  later  date.  It  does  not 
appear  that  the  interest  of  the  public  would  be  served  by  allowing 
another  foreclosure  with  its  consequent  losses  not  only  to  the 
security  holders  but  the  public  which  is  being  served.  The  com- 
pany should  be  allowed  to  earn  a  sufficient  amount  to  properly 
operate  its  road,  maintain  its  equipment,  furnish  satisfactory 
service  and  pay  its  just  debts. 

As  stated,  the  company  falls  short  of  paying  interest  on  its 
bonds  and  loans  by  approximately  $12,250  per  annum.  Wages 
of  employees  have  been  increased  since  September  i,  1919,  to 
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an  extent  which  will  increase  the  operating*  expenses  of  the  com- 
pany $6,200  per  annum.  The  boilers  in  the  power  plant  would 
have  to  be  extensively  overhauled  if  continued  in  service.  In- 
stead of  this  the  company  deems  it  best  to  arrange  for  the  pur- 
chase of  power.  This  will  involve  an  added  cost  per  annum  of 
about  $2,000.  There  will  be  some  decrease  in  maintenance  and 
operating  expenses,  which,  however,  has  not  been  estimated. 
The  increased  cost  of  materials  and  supplies  is  estimated  at  $900 
and  the  increase  in  taxes  is  estimated  at  $500.  The  total  of  these 
items  is  $9,600  per  annum,  which,  added  to  the  deficit  already 
existing  in  the  amount  required  to  pay  interest,  gives  an  aggre- 
gate of  $21,850  actually  needed  by  the  company  to  continue 
operations  and  meet  its  interest  payments.  This  does  not  include 
any  allowance  for  depreciation  nor  dividends  on  stock. 

ESTIMATED  INCREASE  IN   REVENUE. 

It  has  been  estimated  by  the  company  that  the  additional 
revenue  to  be  obtained  from  the  proposed  increase  will  approxi- 
mate $23,483,  assuming  there  will  be  no  decrease  in  the  number 
of  passengers.  The  estimated  increase  will  just  about  make  up 
the  amount  needed  to  enable  the  company  to  continue  satisfac- 
tory operation.  The  estimated  increase  would  produce  a  net 
income,  not  considering  depreciation,  of  $41,684.  An  adequate 
allowance  for  depreciation  is  estimated  at  $15,650.  This  would 
leave  available  as  a  return  on  the  investment  about  $26,000  or 
slightly  under  three  per  cent. 

It  was  suggested  at  the  hearing  that  as  this  company  to  a  large 
extent  parallels  another  road  which  operates  at  a  higher  speed 
and  is  in  a  position  to  furnish  satisfactory  service,  it  should  dis- 
continue operation  of  so  much  of  its  line  as  parallels  the  other 
line,  in  the  interest  of  economy.  The  time  may  come  when  such 
discontinuance  of  service  may  be  the  wisest  thing  to  do,  but 
inasmuch  as  the  Atlantic  and  Suburban  Railway  Company  enters 
Atlantic  City  at  a  point  quite  distant  from  the  Atlantic  City  and 
Shore  Railroad  Company,  it  does  not  seem  wise  to  suggest  the 
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discontinuance  of  that  part  of  this  company's  line  operating-  be- 
tween Atlantic  City  and  Pleasantville.  This  company  operates 
the  only  line  between  Pleasantville  and  Absecon  and  there  is  no 
competitive  service  on  this  portion  of  the  line.  The  route  from 
Pleasantville  south  through  Linwood,  Northfield  to  Somers 
Point,  is  paralleled  by  the  line  of  the  Atlantic  City  and  Shore 
Railroad  Company.  The  Atlantic  and  Suburban  Railway  Com- 
pany operates  along  the  main  boulevard  adjacent  to  the  houses 
and  furnishes  a  strictly  street  railway  service.  The  Atlantic  City 
and  Shore  Railroad  Company  operates  over  a  private  right  of 
way  generally  parallel  to  but  located  from  500  to  1,000  feet 
westward  from  the  shore  road.  It  operates  at  high  speed  and 
makes  but  few  stops.  It  carries  most  of  the  through  traffic,  but 
much  of  the  short  haul  traffic  is  carried  by  the  Atlantic  and 
Suburban  Railway  Company.  Under  all  the  circumstances,  the 
Board  is  not  of  the  opinion  that  the  communities  as  a  whole 
would  be  benefited  by  the  discontinuance  of  any  of  the  service 
furnished  by  this  company. 

Another  point  which  should  be  noted  is  that  the  gross  revenues 
for  the  year  1917  were  $84,417;  for  1918,  $88,367;  and  for 
the  eleven  months  ending  November  30,  1919,  $101,835,  indi- 
cating a  gross  revenue  for  the  year  1919  of  not  far  from 
$1 10,000.  The  increase  in  the  gross  revenue  is  due  partly  to  the 
increase  in  rates  which  became  effective  in  July,  1918,  but  also 
to  the  prosperous  business  enjoyed  by  all  of  the  coast  resorts  in 
the  year  19 19.  The  Board  believes  the  cc«npany  should  not 
insist  uix>n  the  increases  which  it  proposes  in  its  new  schedule, 
but  that  some  adjustment  in  rates  is  necessary  to  meet  the  in- 
creased costs  for  labor  and  material  amounting  to  about  $9,600. 
An  increase  to  seven  cents  where  six  cents  is  now  charged  appears 
to  be  justified  by  all  the  facts  in  the  case,  but  the  proposed  increases 
in  commutation  rates  will  not,  in  the  opinion  of  the  Board,  be  in 
the  best  interests  of  the  company  or  the  traveling  public.  The 
Board  is  also  of  the  opinion  that  the  permanent  residents,  who 
are  frequent  patrons  of  the  company    (but  not  regular  cum- 
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muters)  should  be  afforded  a  rate  below  the  maximum  rate  of 
seven  cents.  The  Board  will,  therefore,  make  an  order  fixing 
the  rates  to  be  charged  by  said  company  as  follows : 

Between  Atlantic  City  and  Pleasantville,  single  ticket,  two  seven-cent 

fares,    $o.  14 

Between  Pleasantville  and  Linwood,  single  ticket, 07 

Between  Linwood  and  Somers  Point,  single  ticket, 07 

Between  Pleasantville  and  Absecon,  single  ticket, 07 

Tickets  sold  in  strips  of  ten  to  the  strip  for 65 

will  be  good  for  any  zone  of  the  company's  system  where  a  seven- 
cent  fare  is  charged.    Two  of  these  tickets  will  be  good  for  a  ride 
between  Atlantic  City  and  Pleasantville. 
Commutation   ticket,   good   for  60  trips   within   the   calendar   month, 

between  Atlantic  City  and  Pleasantville,  3.60 

Commutation   ticket,   good    for  60  trips   within   the   calendar   month, 

between  Atlantic  City  and  Absecon,  5 .40 

Commutation   ticket,  good    for  60  trips   within   the   calendar   month, 

between  Atlantic  City  and  Linwood,  5.40 

Commutation   ticket,   good   for  60   trips   within   the   calendar   month, 
between  Atlantic  City  and  Somers  Point 7.20 

Said  schedule  of  rates  shall  be  made  effective  April  15,  1920. 
Dated  March  16,  1920. 


TABLE  X. 

Atuvntic  and  Suburban  Raii^way  Company. 

COMPARATIVE  RESuw  OF  OPERATION.  Eleven 

Months,  Nov, 

igi5.  i<)i6.  1917.  IQ18.       soth,i9i9. 

Operating   Revenues.  .$80,140.73    $85,863.78    $84,417.87    $88,367.64  $101,835.00 


Operating  Expenses. 
Maintenance    of    Way 

and  Struct $9,004.38 

Depreciation 757-45 

$8,992.77 
2,836.36 

7,868.67 

3,330.44 

284.25 

$8,431,38 
1,072.48 

7,377.39 

1,907.71 

368.01 

$7735-29 

$7,596.89 
2.973.54 

Maintenance     of 

Equipment    7,878.81 

Depredation    1,902.63 

7,416.11 

6,669.63 

2,526.10 

367.51 

Traffic    278.87 

190.86 

Power    12,112.68      12,334.55       14,548.25      20,049.48      20,032.79 
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TABLE  X— (Continued). 

Ati^antic  and  Suburban  Raii^way  Company. 

COMPARATIVE  RESUi^T  OF  OPERATION.  Eleven 

Months,  Nov, 

1913.  1916.  1917  igi8        30th,  1919. 

Operation  of  Cars  . . .  21,773.25      21,658.02      21,657.87      23,716.60      29,487.78 

General    8,079.82      10,849.27        9,99754      11,247.60      11,711.54 


Total    $59,127.76    $61,967.53    $62,380.38    $70,35593    $75»866.i4 


Gain  from  Operation. $21,012.95    $23,896.25    $22,037.49    $18,011.71    $25,968.86 
Other  Incomes   3,188.84        3,05781        3,154-25        2,789.56  15.67 


Net  Income  $24,201.79    $26,954.06    $25,191.74    $20,801.27    $25,984.53 


Taxes, 

Car  Licenses  $408.31  $700.00  $641.67 

State  Franchise  Taxes  $3,320,92  $3,200.83  2,956.63  3.016.21  2,675.64 
City     or     Borough 

Taxes    2,50918  3,008.17  3,05530  3,084.93  2,732.40 

Lighting  City  Streets.       500.00  500.00  532.5©  500.00  458-34 

Federal  Income  Taxes         13.00  26.00  25.75  46-75  53-25 


Total    $6,343.10      $6,735.00      $6,978.49     $7,347.89      $6,561.30 


Net  Income  $17,858.69    $20,219.06    $18,213.25    $13,453-38    $19,42323 


Interest. 
Int.      1st     Mtg.     4% 

Bonds    $23,644.00    $23,644.00    $23,64400    $23,644.00    $21,673.67 

Int.     ist     Mtg.     S% 

Bonds 1,000.00       4,000.0c        5,000.00       5,000.00       4,583.34 

Interest  on  Loans  . . .     3,888.38        3,100.55        2,190.00       2,262.49       2,284.48 


Total    $28,532.38    $30,744-55    $30,834.00    $30,906.49    $28,54149 


Net  Loss    $10,673.69    $10,525.49    $12,620.75    $17453.11      $9,118.26 

*6,947.64 


$16,065.90 


*  Estimated  loss  for  Dec,  including  adjustment  on  account  Depreciation 
Account. 
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Ati^antic  and  Suburban  Raii^way  Company. 

operating  expenses — ^year  ending  november  30th,  i919. 

IVays  and  Structures — 

Superintendence  Way  and  Structures   $i53o8 

Ballast   1,136.15 

Rails    140.00 

Rail  Fastenings  and  Joints 141.85 

Special  Work 121.63 

Roadway  and  Track  Labor  4,022.65 

Paving  484.81 

Miscellaneous  Roadway  and  Track  Expenses  7.70 

Cleaning  and  Sanding  Track 976.79 

Bridges,  Trestles  and  Culverts  178.79 

Crossings,  Fences,  Cattle  Guards  and  Signs 4.65 

Signal  and  Interlocking  Systems  542.96 

Telephone  and  Telegraph  Systems  1.80 

Poles  and  Fixtures  739-83 

Distribution  System   1.983.33 

Buildings  and  Structures   247.71 

Depreciation  of  Way  and  Structures 2,876.50 

Total    $8,354.02 

Equipment — 

Power  Plant  Equipment  $1,724.13 

Passenger  and  Combination  Cars 3431.47 

Service  Cars  73.40 

Electric  Equipment  of  Cars  4,504.43 

Shop  Expenses  39724 

Depreciation  of  Equipment 2,150.79 

Total    $7,979-88 

TraMc— 

Advertising    $387.01 

Conducting  Transportation — 

Power  Plant  Employees  $5,656.09 

Fuel  "Railway"    13,128.68 

Water  for  Power  60.97 

Lubricants  for  Power   250.58 

Miscellaneous  Power  Plant  Supplies  and  Expenses 164.08 

Power  Purchased   2,624.70 
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Pass.  Conductors,  Motormen  and  Trainmen  $26,877.08 

Miscellaneous  Car  Service  Employees ZZJ-AI^ 

Miscellaneous  Car  Service  Expenses  1,177.39 

Station  Expenses  1 12.34 

Carhouse  Employees 2,851.91 

Carhouse   Expenses    37149 

Operation  Signal  and  Interlocking  Systems 101.30 

Other  Transportation  Expenses  7-56 

Total    $53721.65 

General  and  Miscellaneous — 

Salaries  and  Expenses  of  General  Officers  $5,322.77 

Salaries  and  Expenses  of  General  Office  Clerks 1,678.34 

General  Office  Supplies  and  Expenses  162.20 

Law  Expenses   4.62 

Miscellaneous  General  Expenses  65.77 

Injuries  and  Damages  3,509.69 

Insurance    1,265.46 

Stationery  and  Printing   236.27 

Store  Expenses    159-73 

Rent  of  Tracks  and  Terminals  50.00 

Valuation   Expenses    195.46 

Total    $12,650.31 

Total  Operating  Expenses  $83,092.87 

ORDER. 

This  application  having  been  duly  heard,  and  full  investigation 
of  the  matters  and  things  involved  having  been  had,  and  the 
Board  having  on  the  date  hereof  made  and  filed  a  report  con- 
taining its  findings  of  fact  and  conclusions  thereon,  which  said 
report  is  hereby  referred  to  and  made  a  part  hereof, 

The  Board  of  Public  Utility  Commissioners  hereby  orders 
AND  DIRECTS  the  Atlantic  and  Suburban  Railway  Company  to 
charge  on  and  after  the  fifteenth  day  of  April,  nineteen  hundred 
and  twenty,  the  following  fares  for  travel  on  its  railway : 
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Between  Atlantic  City  and  Pleasantville,  single  ticket,  two  seven-cent 

fares,    $o.  14 

Between  Pleasantville  and  Linwood,  single  ticket, 07 

Between  Linwood  and  Somers  Point,  single  ticket, 07 

Between  Pleasantville  and  Absecon,  single  ticket, 07 

Tickets  sold  in  strips  of  ten  to  the  strip  for 65 

will  be  good  for  any  zone  of  the  company's  system  where  a  seven- 
cent  fare  is  charged.     Two  of  these  tickets  will  be  good  for  a  ride 
between  Atlantic  City  and  Pleasantville. 
Commutation   ticket,   good    for  60  trips   within   the   calendar   month, 

between  Atlantic  City  and  Pleasantville,  3.60 

Commutation   ticket,   good    for   60   trips   within    the   calendar   month, 

between  Atlantic  City  and  Absecon 5 .40 

Commutation   ticket,   good    for  60   trips    within   the   calendar   month, 

between  Atlantic  City  and  Linwood,  5 .40 

Commutation    ticket,   good    for  60   trips   within   the   calendar   month, 
between  Atlantic  City  and  Somers  Point,  7.20 

This  order  shall  become  effective  April  15,  1920. 
Dated  March  16,  1920. 


No.  768. 

Supplemental  Petition  of  the  Ocean  City  Water  Com- 
pany FOR  Approval  of  the  Issuance  of  $36,500  of 
Bonds. 

/.  Fithian  Tatem,  for  Petitioner. 

On  February  17,  1919,  petition  was  received  from  the  Ocean 
City  Water  Company  for  approval  of  an  issue  of  bonds  in  the 
par  value  of  $27,500.  It  was  proposed  to  issue  the  bonds  under 
an  existing  mortgage  to  be  sold  so  as  to  net  the  amount  of 
$22,000  to  pay  for  construction  and  extensions  then  under  way/ 
I>art  of  which  had  been  completed.  The  matter  was  investigated 
by  the  Board's  inspectors  and  reported  on  March  31,  1919,  and 
a  hearing  in  the  matter  was  held  on  April  i,  1919.  The  investi- 
gation and  testimony  indicated  some  discrepancies  due  to  the 
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lack  of  detailed  information  in  the  company's  construction 
records. 

On  February  ii,  1920,  a  petition  was  received,  supplementing 
the  one  filed  in  the  spring  of  1919,  increasing  the  amount  asked 
for  to  $36,500.  In  some  parts  of  the  petition  the  amount  re- 
ferred to  is  $36,000,  but  it  appears  that  the  correct  amount  is 
$36,500.  The  company  now  asks  permission  to  issue  these 
securities  at  80,  expecting  that  the  net  amount  received  will  be 
$29,200.  During  the  past  year  additional  expenditures  for  con- 
struction have  been  made,  amounting  to  $7,507.88,  making  a 
total  amount  charged  to  capital  account  of  $29,358.79. 

This  matter  was  heard  on  March  2,  1920.  It  is  found  that 
$29,358.79  is  correctly  stated  as  the  total  cost  of  all  extensions 
and  additions  up  to  January  i,  1920. 

The  issuance  of  bonds  at  80,  due  to  the  fact  that  they  bear 
interest  at  five  per  cent.,  is,  according  to  the  testimony,  the  best 
basis  now  possible.  The  Board  is  satisfied  that  the  expenditures 
have  been  made  to  the  amount  referred  to  and  will  approve  the 
issuance  of  bonds  in  the  amount  of  $36,500  at  80  in  accordance 
with  the  terms  of  the  petition. 

Dated  March  16,  1920. 


No.  769. 

In  the  Matter  of  the  Application  of  the  Essex  Fei^W 
Ei.ECTRic  Light  and  Water  Company  for  Approval  of 
A  New  Schedule  of  Rates. 

The  value  of  the  property  of  a  company  supplying  water  is  taken  as  a 
basis  for  rates  at  $144,000.     On  this  a  return  of  7  per  cent,  is  allowed  a..d 
an  annual  allowance  of  i  per  cent,  for  depreciation. 
A   schedule   of   rates   to   produce   this   is   allowed. 

E,  E.  Trout,  for  the  Petitioner. 

Sylvester  H.  IVillianis,  for  Borough  of  Essex  Fells. 
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William  W.  Crane  and  A.  E.  De  Camp,  for  Boroiigh  of 
Verona. 

Walter  G,  Brandley,  for  Borough  of  Caldwell. 

£.  A,  Williams,  for  Roseland  Water  Company. 

The  petition  filed  December  2d,  19 19,  alleges: 

That  the  Essex  Fells  Electric  Light  and  Water  Company  was 
incorporated  in  1899  ^"^  ^^^^  ^^  supplies  water  to  the  Boroughs 
of  Verona,  Caldwell,  Roseland  and  Essex  Fells.  The  service  to 
the  first  three  named  municii>alities  is  at  wholesale,  through 
large  meters,  as  these  three  places  own  their  own  distribution 
mains.  In  Essex  Fells  consumers  are  supplied  direct  by  the 
company  through  individual  meters.  The  main  pumping  plant, 
known  as  the  Low  Service  Station,  is  located  at  the  comer  of 
Buttonwood  Road  and  Runnymede  Avenues,  Essex  Fells,  and 
the  auxiliary  plant  known  as  the  High  Service  Station  is  located 
on  Oval  Road,  near  the  West  Orange  boundary  line.  A  system 
of  wells  is  operated  arid  the  water  is  pumped  to  two  reservoirs, 
one  connected  to  each  station,  which  supply  the  customers. 

Increases' in  rates  for  service,  caused  by  the  need  of  additional 
revenue  to  meet  running  expenses,  are  requested  as  follows : 

(a)  Borough  of  Caldwell — An  increase  from  the  present  rate 
of  15  cents  per  1,000  gallons  to  18  cents  per  1,000  gallons. 

(b)  Borough  of  Verona — An  increase  from  the  present  rate 
of  15  cents  per  1,000  gallons  to  18  cents  per  1,000  gallons. 

(c)  Borough  of  Roseland — An  increase  from  the  present  rate 
of  17  cents  per  1,000  gallons  to  21J/2  cents  per  1,000  gallons. 

(d)  Borough  of  Essex  Fells — An  increase  from  the  present 
rate  to  private  consumers  of  25  cents  per  1,000  gallons  to  32 
cents  per  1,000  gallons,  and  an  increase  for  fire  hydrant  rental 
of  from  $9.00  per  annum  per  hydrant  to  $15.00  per  annum  per 
hydrant. 

The  petition  further  states  that  the  company  has  attempted  to 
meet  the  rising  costs  of  fuel  and  labor  required  for  pumping 
since  19 16,  by  the  substitution  of  fuel  oil  and  kerosene  burning 
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equipment  for  the  coal  burning  pumping  plant.    In  the  words  of 
the  petition: 

"These  systems  were  installed  in  the  middle  of  191 7 
and  the  effect  of  lower  cost  of  fuel  and  less  labor, 
although  at  a  higher  unit  cost,  was  at  once  noticeable. 
In  1918  this  result  was  still  more  apparent,  but  during 
191 9  the  cost  of  our  fuel  oil  and  kerosene  increased 
largely  and  labor  costs  have  also  increased.     To  pre- 
vent our  dropping  in  1920  to  a  condition  such  as  we 
had  in  19 16,  our  engineers  deem  it  wise  to  replace  the 
kerosene  pumping  system  in  the  auxiliary  plant  by  a 
fuel   oil   De  La  Vergne  engine   at  a  cost  of    from 
$2,500.00  to  $5,000.00,  and  also  deem  it  imperative  to 
have  the  increase  of  rates  requested." 
The  matter  was  heard  January  22,  1920,  when  testimony  was 
offered  by  the  petitioner  as  to  the  value  of  the  property  used  and 
useful  in  rendering  water  service;    the  operating  expenses  for 
1916,   1917,  1918  and  1919,  and  the  details  of  allocating  the 
various  items  of  expense  to  the  municipalities  served. 

The  testimony  indicates  that  the  schedule  showing  the  value 
of  the  property  included  in  the  petition  excluding  land  represents 
book  costs.  Land  holdings  of  the  company  are  valued  at  prices 
which  would  control  if  purchase  or  sale  was  contemplated  at  the 
present  time.  The  schedule  (Appendix  No.  2  of  the  petition) 
submitted,  slightly  rearranged,  is  given  in  Table  I.  In  the  same 
table  is  given  in  parallel  column  the  schedule  corrected  for  errors 
brought  out  at  the  hearing,  and  for  the  omission  of  0.548  acres 
of  land  located  on  Runnymede  Road  opposite  the  Low  Service 
Pumping  Station.  This  land  was  evidently  confused  in  the  testi- 
mony and  exhibits  with  the  narrow  strip  along  the  Erie  Rail- 
road excluded  from  the  valuation  because  of  its  being  leased 
instead  of  owned  by  the  company.  The  unit  price  for  the  0.548 
acres  of  land  added  is  taken  the  same  as  that  applied  to  the  Low 
Service  Station  site. 
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Due  to  the  relation  between  revenues  and  value  of  physical 
property  alone,  it  is  not  necessary  to  take  into  consideration  any 
possible  intangible  values,  and  none  are  included  other  than  the 
amount  already  included  in  the  valuation  under  "Organization." 
The  testimony  further  shows  that  while  the  amount  accumulated 
in  the  reserve  for  accrued  amortization  of  capital  is  small,  yet 
there  have  been  deductions  made  on  the  books  of  the  company 
from  year  to  year.  We  therefore  conclude  that  no  further  deduc- 
tions for  depreciation  need  be  made  and  that  the  value  of  the 
property  to  be  taken  as  a  basis  for  rates  is  $144,000. 

The  allowances  for  operating  expenses  and  annual  deprecia- 
tion claimed  by  the  company  have  been  checked  and  compared 
with  those  charged  by  companies  of  the  same  size,  and  since  they 
appear  reasonable  we  have  included  them  without  change  in  the 
derivation  of  total  revenue. 

In  the  first  column  of  Table  I  of  the  company's  petition  the 
required  annual  revenue  including  franchise  taxes  is  given  as 
$22,260.  From  this  there  is  deducted  $146.00  for  miscellaneous 
revenue,  leaving  $22,114  to  be  derived  from  water  operations. 
Our  estimate  of  the  annual  revenue  required  is  as  follows : 

Return  on  capital  7%  of  $144,000    $10  080 

Operating    Expenses     8,364 

Depreciation    1%    of    $144,000     1440 

Taxes   other   than   Franchise     1,412 

Franchise  Tax  (Actual  Payments  in  1918)-   193 

Total     '. $21,489 

Deduct  Miscellaneous  Revenue    '. 146 

Revenue   Required    from   Water   Operations     $21,343 

The  purpose  of  Table  I  in  the  company's  i>etition  is  to  show 
the  revenues  to  be  collected  from  the  various  municipalities 
served.  By  comparing  the  required  revenues  with  the  revenues 
collected  in  19 18,  the  total  increases  in  revenue  to  be  collected  in 
each  municipality  are  derived.  Further,  in  paragraph  13  of  its 
petition  the  company   submits  the  specific  increases   over   the 
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present  rates,  which  should  be  made  in  the  rates  collected  in  each 
municipality.  The  percentages  used  for  subdividing  the  various 
items  in  Table  I  of  the  company's  petition  have  been  analyzed 
and  found  to  be  in  accordance  with  facts.  Therefore,  a  similar 
table  using  the  same  percentages,  but  based  on  the  items  of  re- 
quired revenue  as  derived  above  is  given  in  Table  II.  It  is  there 
shown  that  a  lower  schedule  of  increases  will  produce  for  the 
company  the  revenues  to  which  it  is  justly  entitled. 

We  therefore  conclude  the  following  schedule  of  rates  ap- 
plicable to  all  water  sales  on  and  after  April  i,  1920,  may  be  filed : 

(a)  Borough  of  Caldwell — An  increase  from  the  present  rate 
of  15  cents  per  1,000  gallons  to  17  cents  per  1,000  gallons. 

(b)  Borough  of  Verona — An  increase  from  the  present  rate 
of  15  cents  per  1,000  gallons  to  18  cents  per  1,000  gallons. 

(c)  Borough  of  Roseland — An  increase  from  the  present  rate 
of  17  cents  per  1,000  gallons  to  20 J^  cents  per  1,000  gallons. 

(d)  Borough  of  Essex  Fells — An  increase  from  the  present 
rate  to  private  consumers  of  25  cents  per  1,000  gallons  to  30 
cents  per  1,000  gallons,  and  an  increase  for  fire  hydrant  rental 
of  from  $9.00  per  annum,  per  hydrant  to  $15.00  per  annum  per 
hydrant. 

Dated  March  16,  1920. 
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No.  770. 

In  the  Matter  of  the  Application  of  the  Merchants'  and 
Farmers'  Telephone  and  Telegraph  Company  for 
Increased  Rates. 

A  telephone  company  having  700  subscribers  is  permitted  to  increase  its 
rate  from  $12  to  $18  per  year;  it  appearing  that  the  increase  is  necessary  to 
permit  the  company  to  pay  operating  expenses. 

William  C,  Gebhardt,  for  the  Petitioner. 

The  Merchants'  and  Farmers'  Telq>hone  and  Telegraph  Com- 
pany made  application  to  the  Board  for  permission  to  increase 
its  rates  from  $12.00  to  $18.00  per  year. 

The  matter  was  heard  at  Newark  on  February  19,  1920. 
.  No  person  appeared  in  opposition  to  thh  proposed  increase  in 
rates  at  the  hearing,  but  a  large  number  of  protests  from  sub- 
scribers were  made  by  letters. 

Some  of  the  protestants  oppose  any  increase  in  the  existing 
rates;  others  are  opposed  to  any  increase  imless  the  increase 
asked  for  is  accompanied  by  continuous  day  and  night  service. 
A  number  of  the  telephone  users  are  willing  to  pay  the  increased 
rate  asked  for  if  long-distance  service  could  be  secured  in  con- 
nection with  the  present  service. 

The  company  serves  a  number  of  towns  and  villages  in  the 
Coimty  of  Hunterdon.  It  owns  a  pole  line  of  about  150  miles 
and  has  about  700  subscribers. 

The  capital  stock  of  the  company  issued  and  outstanding  is 
$32,625.00.  It  was  shown  that  no  dividend  had  been  earned  or 
paid  on  this  capital  stock  in  the  last  six  years;  that  the  company 
has  outstanding  notes  aggregating  $4,750.00,  but  no  bonds,  and 
that  increases  in  wages  of  its  employees  and  the  increased  costs 
of  material  during  the  past  three  years  have  been  so  dispropor- 
tionate to  the  increased  income  that  it  has  been  unable  to  meet 
its  operating  expenses. 
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In  the  year  1916  there  was  a  deficit  of  %2,yyy,7'i ;  in  the  year 
1917  of  $1,000.55 ;  in  the  year  1918  of  $224.25.,  and  in  the  year 
1919  the  company  received  $394.63  above  its  operating  ex- 
penses. This  pictures  the  deplorable  financial  condition  of  the 
company.  It  employs  three  women  operators  at  modest  wages. 
Rutan  Heath  acts  as  the  superintendent,  treasurer,  general  man- 
ager and  bookkeeper,  and  receives  a  small  salary  and  expense 
account  for  the  work  performed  by  him.  It  appears  that  he  has 
not  received  his  salary  in  full  during  the  past  three  years.  The 
company  now  owes  him  $1,750.00  represented  by  a  promissory 
note  on  which  no  interest  has  been  paid. 

The  telephone  service  is  admittedly  poor  and  noisy;  there 
are  too  many  parties  on  some  of  the  lines,  and  the  limited  service 
which  commences  at  7  o'clock  in  the  morning  and  continues  imtil 
9  o'clock  in  the  evening,  except  on  holidays  and  Sundays,  when 
the  service  is  from  seven  to  nine  in  the  morning  and  one  hour 
in  the  evening,  is  far  from  satisfactory.  However,  the  rate  of 
$1.00  per  month  is  exceedingly  low  even  for  a  rural  telephone 
line. 

Stockholders  cannot  be  compelled  to  invest  new  capital  in  the 
enterprise  with  no  hope  of  returning  interest  on  their  invest- 
ments, and  the  practical  question  which  the  Board  must  decide 
is — shall  it  permit  the  company  to  collect  a  rate  sufficiently  high 
to  pay  its  operating  expenses  or  to  allow  it  to  discontinue  service 
altogether  and  retire  from  the  telephone  business? 

The  Board  is  of  the  opinion  that  it  will  perform  the  best  public 
service  to  permit  the  increase  in  rate  rather  than  deprive  many 
important  communities  of  any  telephone  service  whatever. 

The  Board  will,  therefore,  permit  the  increase  from  $12.00  to 
$18.00  per  annum  in  the  hope  that  the  increase  in  revenue  will 
pay  operating  expenses  of  the  company  and  permit  at  least  the 
making  of  some  necessary  improvements  during  the  present 
year.  The  new  rate  may  become  effective  April  i,  1920,  with 
the  understanding  that  the  Board  shall  expect  the  company  to 
improve  the  service  as  speedily  as  conditions  warrant. 

Dated  March  16,  1920. 
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No.  771. 

In  the  Matter  of  the  Application  of  the  Vincentown 
AND  Tabernacle  Telephone  Company  for  Increased 
Rates. 

1.  A  telephone  company  proposes  to  increase  its  rates  for  party  line  service 
from  $20  to  $24  per  annum  and  for  direct  line  service  from  $30  to  $34  per 
annum. 

2.  If  the  petition  were  granted  and  each  of  the  160  subscribers  paid  $4 
additional  per  annum  this  would  increase  the  revenue  $640,  making  a  total 
net  revenue  above  a  high  and  unusual  maintenance  charge  of  more  than 
$1,700  in  1919. 

3.  The  maintenance  charge  should  be  reduced  with  the  coming  year,  which 
would  lead  to  a  further  increase  in  the  net  revenue. 

4.  The  Board  is  of  the  opinion  that  the  company  should  not  be  permitted 
to  increase  its  rates  by  more  than  $2  per  subscriber. 

Richard  B,  Eckman,  for  the  Petitioner. 

The  petition  states  that  the  present  and  proposed  rates  are  as 
follows : 

Present  rates.         Proposed  rates. 

Party  line  service $20  per  annum.      $24  per  annum. 

Direct    line    service $30  per  annum.      $34  per  annum. 

The  petition  further  states  as  reasons  for  the  proposed  in- 
creases that  the  present  rates  have  always  been  too  low  to  enable 
the  company  to  pay  dividends,  the  need  of  additional  revenue, 
increased  operating  expenses  and  the  further  increased  expenses 
which  will  become  necessary. 

Notice  of  the  company's  intention  to  ask  for  increased  rates 
was  given  by  publication  in  the  Moimt  Holly  Herald  and  also 
given  to  the  Chairman  of  the  Township  Committees  of  the 
Townships  of  Southampton,  Tabernacle  and  Shamong. 

At  the  first  hearing  it  developed  that  there  were  certain  dis- 
crepancies between  the  statements  offered  in  evidence  and  the 
annual  reports  theretofore  filed  by  the  company  with  the  Board. 
The  annual  reports  were  subsequently  corrected  and  filed  with 
the  Board. 
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VALUATION. 

The  company  submitted  an  appraisal,  showing  the  value  new 
of  its  property  as  of  January  i,  1916,  which  purports  to  have 
been  made  by  its  officers  as  of  that  date.  The  value  new  of  the 
fixed  capital  as  claimed  at  that  date  was  $17,104.54  and  the 
material  and  supplies  on  hand  increased  the  total  value  of  the 
property  to  $17,644.68.  The  value  of  the  fixed  capital  as  shown 
by  the  balance  sheet  for  December  31,  1915,  was  $10,000  and 
the  supph'es  on  hand  $471.39.  No  accrued  depreciation  was  de- 
ducted from  the  value  new  of  the  property,  so  that  when  the 
company  set  up  this  valuation  on  its  books  in  its  annual  report 
for  the  year  1917  it  resulted  in  an  increase  of  the  fixed  capital 
from  $10,000  in  1916  to  approximately  $17,000  in  1917.  Prior 
to  the  setting  up  of  this  increased  valuation  the  company 
claimed  no  surplus.  When  the  valuation  was  set  up  a  surplus 
of  $17,645.50  was  set  up  to  counterbalance  the  increase  in  the 
estimated  value  of  the  plant,  equipment  and  working  assets.  A 
considerable  portion  of  this  surplus  should  be  carried  in  a  reserve 
for  depreciation  rather  than  placed  in  a  free  surplus.  To  the 
extent  that  this  reserve  for  depreciation  has  been  earned  it  should 
be  an  offset  to  the  total  capital  claimed.  As  of  December  31, 
1919,  the  balance  sheet  shows  for  plant  and  equipment  on  the 
basis  of  the  increase  heretofore  referred  to  $16,898.68,  accounts 
receivable  $900,  supplies  on  hand  $716.56,  and  cash  $54.06,  a 
total  of  $18,567.30.    The  liabilities  against  these  assets  are: 

Common    stock    $7,000.00 

Funded  debt  2,000.00 

Notes  payable  1,400.00 

Accounts  payable  750.00 

Surplus    7,413-30 

The  depreciated  value  of  the  property  lies  somewhere  between 
$12,000  and  $13,000. 
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OPERATING  RESULTS. 

The  operating  results  from  191 1  to  1919,  inclusive,  as  shown 
in  the  table  following: 

Operating  Results,  1911-1919 

Revenue  Net 

Year                      Assets      Revenue    Deductions  Revenue 

191 1 $8485        $1,762               $997  $765 

1912 9,791          2,024       (i)   1,732  292 

1013 10,325         2,706       (i)  2,250  456 

1914 10,988         2,400       (i)  2,860  460  Deficit 

1915 11.665         2,810              2431  379 

1916 11,778         3.576              3,106  369 

1917 (2)  18,455         4.004              3.160  844 

1918 18,567         4,798               4,597  201 

1919 18,154         4.602               4403  199 

$3,045 
(i)  Probably  includes  interest  paid. 

(2)  Fixed  capital  increased  by  book  entries  from  $10,000  in  1916  to  $16,897 
in  1917. 

The  last  column  under  the  head  of  Net  Revenue  indicates  that 
the  earnings  for  that  period  have  aggregated  $3,045,  an  average 
for  the  nine  years  of  $338  per  annum.  Inasmuch  as  the  years 
1912,  1913  and  1914,  under  the  head  of  Revenue  Deductions, 
probably  include  the  interest  of  possibly  $150  per  annum,  the 
net  revenue  with  respect  to  property  used  and  useful  should  be 
increased  about  $450,  making  the  total  net  revenue  for  the  nine 
years  approximately  $3,500  or  the  annual  net  revenue  averaging 
close  to  $400  per  annum.  An  analysis  of  the  operating  expenses 
shows  that  up  to  and  including  191 7  the  annual  cost  of  repairs 
and  maintenance  did  not  average  more  than  $500.  For  the 
year  1918  this  amount  was  increased  to  $1,765.60  and  in  1919 
to  $1,711.95.  Though  the  cost  per  unit  of  maintenance  has  in- 
creased in  the  last  two  years,  it  would  appear  that  a  much  larger 
amount  of  maintenance  has  been  done  during  the  last  two  years 
than  has  been  done  during  the  preceding  seven  years,  and  to  a 
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certain  extent  the  expenses  for  that  purpose  for  1918  and  1919 
are  higher  than  they  would  be  on  the  average.  For  each  of  the 
two  years  they  aggregate  over  ten  per  cent,  of  the  value  of  fixed 
depreciable  capital  as  claimed  by  the  company. 

The  Board  permitted  the  company  during  the  year  191 8  to  in- 
crease its  rates  as  follows :  where  the  company  had  been  giving 
service  to  one  subscriber  with  two  telephones  for  $30  the  Board 
granted  the  company's  petition  that  each  of  the  two  telephones 
should  be  billed  at  the  rate  of  $20  per  annum.  If  each  customer 
had  retained  the  two  telephones  in  service  at  the  increased  rates, 
resulting  increase  in  revenue  would  have  been  $500  or  $600.  The 
operating  results  show  that  the  revenue  for  191 9  was  not  sub- 
stantially increased  by  reason  of  this  increase  in  rates.  This 
leads  the  Board  to  conclude  that  the  rates  now  charged  are 
closely  approaching  the  value  of  the  service  to  its  customers  and 
that  an  increase  of  rates  will  not  necessarily  lead  to  an  increase 
in  revenue.  The  increases  asked  for  amount  to  $4  per  annum 
to  all  subscribers.  The  number  of  subscribers  connected  to  the 
system  as  of  December  31,  1919,  was  160.  If  the  petition  were 
granted  and  each  of  the  160  subscribers  paid  $4  additional  i>er 
annum  this  would  increase  the  revenue  $640,  which  would  make 
a  total  net  revenue  of  $840  above  the  high  and  unusual  mainte- 
nance charge  of  more  than  $1,700  in  1919.  This  latter  charge 
should  be  reduced  with  the  coming  year,  which  would  lead  to  a 
further  increase  in  the  net  revenue  by  the  amount  of  such  de- 
crease in  the  cost  of  repairs  and  maintenance. 

The  Board  is  of  the  opinion  that  the  company  should  not  be 
permitted  to  increase  its  rates  by  more  than  $2  per  subscriber. 

The  Board  therefore  find  and  determines : 

1.  That  the  petition  as  filed  will  be  dismissed. 

2.  That  the  company  may  file,  effective  as  of  April  i,  1920, 
the  following  schedule  of  rates : 

For  party  line  service $22  per  annum 

For  direct  line  service ^3^  per  annum 

Dated  March  16,  1920. 
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No.  772. 

In  the  Matter  of  Complaint  Against  Service  Furnished 
BY  THE  Standard  Gas  Company. 

1.  The  Standard  Gas  Company,  directed  to  submit  to  the  Board  plans  for 
additions  to  its  plant,  submitted  a  statement  of  work  proposed  to  be  done. 

2.  Protest  is  made  that  the  company  failed  to  submit  plans  in  compliance 
with  the  Board's  order.  The  plan  submitted  is  conceded  by  the  company  to 
be  a  temporary  expedient. 

3.  The  Board's  report  had  within  its  purview  the  preparation  of  a  plan  for 
permanent  improvement. 

4.  The  Board  will  require  the  company  to  file  such  plans  as  were  contem- 
plated by  the  former  order  with  a  date  by  which  it  believes  it  will  be  able 
to  do  the  work  necessary  thereunder. 

5.  The  Roard  will  permit  the  company  to  make  the  improvements  in  its 
facilities  as  proposed  in  the  plan  filed  by  it  and  requires  in  addition  thereto 
the  installation  of  a  boiler  at  its  Atlantic  Highlands  plant. 

Harry  Stille,  for  the  Standard  Gas  Company. 
Charles  F,  Dittmar,  for  the  Town  of  Freehold. 
L.  Edward  Herrmann ^  for  the  Board. 

By  its  report  and  order  dated  December  2,  1919,  the  Standard 
Gas  Company  was  ordered  by  the  Board : 

(i)  To  submit  to  the  Board  not  later  than  January  15, 
1920,  plans  for  additional  gas  generator  apparatus 
with  all  necessary  accessories  located  at  the  best 
point  in  the  judgment  of  the  company  for  economi- 
cal operation,  all  things  considered. 
(2)  To  submit  to  the  Board  not  later  than  January  15, 
1920,  plans  showing  such  transmission  lines  either 
of  larger  size,  or  in  addition  to  those  now  in  place, 
as  may  be  required  to  furnish  safe,  adequate  and 
proper  service  to  all  of  the  company's  customers 
desiring  gas  service  under  the  rules  and  regulations 
regarding  pressure  and  quality  promulgated  by  this 
Board. 
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On  January  12,  1920,  the  Standard  Gas  Company  filed  with 
the  Board  the  following: 

January  12th,   1920. 
State  of  New  Jersey  Board  of  Public  Utility  Commisioners,  Trenton,  N,  J. 

Gentlemen — In  the  matter  of  service  furnished  by  the  Standard  Gas  Com- 
pany and  your  Report  and  Order  dated  December  2d,  1919. 

The  Company  have  given  the  question  of  service  considerable  thought  and 
propose  to  install  a  condenser  to  cool  the  high  pressure  gas  going  out 
in  order  that  the  maximum  capacity  on  the  4-inch  high  pressure  line  can 
be  realized,  and  to  enlarge  the  Yard  connections  at  the  Atlantic  Highlands 
Plant  in  order  that  the  two  6  foot  sets  can  be  run  at  full  capacity  when 
both  sets  are  in  operation,  and  to  install  an  additional  feed-water  heater 
which    will    greatly    aid    in    the    boiler    capacity. 

In  reference  to  the  high  pressure  line  supplying  the  Borough  of  High- 
lands, Borough  of  Runison  and  Oceanic,  we  propose  to  replace  the  section 
of  several  hundred  feet  of  a^/^-inch  high  pressure  line  pipe  with  4  inch 
which  will  greatly  assist  in  delivering  gas  to  this  district,  and  in  reference 
to  the  Freehold  District,  we  have  the  pipe  necessary  to  tie  in  the  low  pressure 
district  which,  will  relieve  the  situation  in  that  part  of  the  district  that  is 
not  fed  by  high  pressure. 

As  contemplated  and  expressed  at  the  recent  Complaint  Hearing  in  Sep- 
tember, it  is  our  purpose  to  use  the  present  land,  buildings,  purifiers,  holders 
and  condensors  at  Freehold  and  to  install  a  five- foot  water  gas  generating 
set  with  turbine  blower  additional  boiler  and  compressor,  using  the  new 
plant  during  the  peak-load  for  the  months  of  July  and  August,  giving  the 
best  of  supply  and  service  to  the  town  of  Freehold,  supplying  all  consumers 
between  Freehold  and  Matawan  and  pump  or  compress  the  gas  direct 
to  the  gas  holder  at  Matawan,  supplying  Matawan  and  the  greater  part  of 
Keyport  from  the  Freehold  Plant.  This  would  relieve  the  Plant  at  Atlantic 
Highlands  as  the  capacity  of  additional  five  fool  set  would  be  approximately 
300000  cubic  feet  of  gas  per  day,  and  the  present  Plant  at  Atlantic  High- 
lands after  changing  the  Yard  connections  and  installing  additional  feed- 
water  heater  would  be  adequate  to  supply  all  the  Eastern  locality  from 
Keansburg  to  the  terminus  of  its  high  pressure  mains  at  Rumson  and 
Highlands. 

We  have  purchased  a  five  foot  Western  Gas  Construction  Company  Water 
Gas  Set  with  Sturtevant  Steam  Turbine,  direct  connected  to  a  No.  5  Sturte- 
vant  Steam  Blower,  to  be  delivered  at  the  Freehold  Plant  during  the  month 
of  February  and  are  securing  prices  and  specifications  for  an  additional 
boiler,  compressor  and  oil-storage  tank  to  be  delivered  to  the  Freehold 
Plant,  and  propose  to  have  this  Plant  re-built  and  machinery  installed  in 
order  to  take  care  of  the  summer  load  on  or  before  June  ist  of  the  present 
year.  Respectfully  submitted, 

Standard   Gas    Co., 

H.    SxitLE, 
President. 
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In  its  report  accompanying  the  order  the  Board  said:  "An 
order  will  be  made  requiring  the  company  to  submit  to  the 
Board  plans  for  improvements  to  its  plant,  and  the  Board  will, 
upon  receipt  of  such  plans,  fix  a  date  for  the  completion  of  the 
improvements  in  accordance  with  the  i^an  or  such  modifications 
of  the  same  as  the  Board  may  direct." 

The  Board  accordingly  fixed  February  24  as  the  time  for  hear- 
ing to  determine  whether  the  company's  statement  of  what  it 
proposed  to  do  in  compliance  with  the  Board's  order  should 
be  accepted  as  a  reasonable  compliance  with  the  same,  and  if  so, 
to  determine  what  date  should  be  fixed  by  the  Board  for  the 
completion  of  the  improvements,  and  if  the  proposal  of  the  com- 
pany should  be  determined  by  the  Board  not  to  be  a  complete  com- 
pliance with  its  order,  what  further  action  by  the  company  should 
be  required. 

For  these  purposes  this  hearing  was  called. 
By  its  report  and  order  dated  December  11,  1919,  this  Board 
denied  the  company's  petition  for  the  increased  rates  prayed  for, 
but  permitted  the  comi>any  to  file  a  schedule  of  rates  in  excess 
of  the  then  existing  rates,  and  in  its  report  granting  such  permis- 
sion the  Board  said : 

^'Acceptance  by  the  company  of  the  increased  rates 

herein  allowed  will  be  taken  as  a  stipulation  that  the 

Board's  report  regarding  the  necessary  improvement 

of  service  dated  December  2,  191 9,  is  to  be  considered 

in  this  connection  as  a  part  of  this  report,  and  the 

Board's  order  of  said  date  complied  with.    The  failure 

of  the  company  to  provide  the  proper  and  adequate 

service  referred  to  in  said  report  shall  be  sufficient 

reason  for  the  abrogation  of  the  increase  \v  rates  herein 

permitted." 

The  Borough  of  Freehold  at  the  hearing  protested  against  the 

approval  of  the  plan  proposed  by  the  company,  and  insisted  that 

said  plans  were  not  in  compliance  with  the  Board's  order  and 

report  requiring  plans  to  be  filed.     The  company  contends  that 
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a  comprehensive  study  will  be  required  before  the  adoption  of 
any  comprehensive  plan  for  the  enlargement  of  the  present  plant 
and  of  the  transmission  mains.  It  further  contends  that  if  such 
plans  are  prepared  the  work  necessary  to  be  done  thereunder 
would  require  extensive  time  and  would  provide  no  immediate 
relief  from  the  existing  inadequate  service.  To  improve  the 
service  so  as  to  make  the  same  safe,  adequate  and  {proper  it 
arrived  at  and  devised  the  plan  submitted.  The  plan  submitted 
will  permit  the  company  to  generate  300,000  cubic  feet  of  gas 
per  day,  in  addition  to  its  normal  capacity.  It  proposes  to  install 
the  set  at  Freehold  which  is  the  territory  that  has  suffered  most 
because  of  the  inadequate  ser\'ice.  The  generation  of  the  extra 
gas  will  insure  a  constant  supply  of  gas  to  the  Freehold  territory 
at  all  times.  This  will  relieve  the  transmission  lines  from  the 
load  necessary  to  supply  Freehold  from  the  Atlantic  Highlands 
Plant.  At  the  Atlantic  Highlands  Plant  it  is  proposed  to  install 
a  gas  condenser  and  certain  yard  piping  connection  so  that  t\ie 
two  6- foot  water  gas  sets  at  this  plant  can  be  run  to  the  total 
capacity,  and  further  to  increase  the  boiler  capacity  by  the  instal- 
lation of  an  additional  feed  water  heater;  in  connection  with 
the  transmission  mains,  the  company  proposes  to  install  a  4-inch 
high  pressure  line  to  supply  the  Boroughs  of  Highlands,  Rum- 
son  and  Oceanic.  This  line  replacing  the  present  2^-inch  high 
pressure  line  which  now  serves  this  territory.  The  company 
also  proposes  to  install  certain  low  pressure  mains  in  the  Free- 
hold District  to  improve  the  pressure  conditions  in  this  section. 

The  plan  submitted  is  conceded  by  the  com[>any  to  be  a  tem- 
porary expedient  to  take  care  of  the  demand  which  may  be  ex- 
pected during  the  coming  summer  season.  The  Board's  report 
had  within  its  purview  the  preparation  of  a  plan  for  the  per- 
manent improvement,  and  condemned  the  plan  now  proposed 
which  was  then  submitted  by  the  company  as  uneconomical  from 
an  operating  standpoint.  This  is  admitted  by  the  company,  but 
it  says  that  it  does  not  propose,  nor  is  it  necessary  to  operate  the 
Freehold  plant  constantly,  as  it  will  only  be  necessary  to  operate 
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the  same  during  a  period  of  about  two  months  in  the  summer, 
and  then  only  intermittently. 

Even  as  a  temporary  expedient,  however,  it  appears  the  com- 
pany has  failed  to  insure  adequate  service  at  the  Highlands  plant, 
because  no  provision  has  been  made  for  an  additional  boiler. 
There  are  at  present  two  boilers,  one  of  225  horse  power  and  the 
other  of  150  horse  power  capacity.  The  simultaneous  operation 
of  both  is  required  to  take  care  of  the  full  peak  load  during  the 
summer  months. 

In  the  event  of  a  breakdown  of  either  boiler  during  this 
period,  it  would  be  necessary  to  shut  off  service  to  some  of  the 
towns  supplied.  The  engineer  of  the  gas  company  so  testified. 
The  plans  submitted,  therefore,  should  include  the  installing  of 
an  additional  boiler  of  sufficient  capacity  to  avoid  any  interrup- 
tion of  service. 

The  plans  filed  are  not  the  plans  contemplated  by  the  Board's 
order.  As  an  expedient,  however,  the  Board  is  satisfied  that  the 
installation  of  the  proposed  new  equipment  and  transmission 
mains,  and  the  additional  boiler  at  the  Atlantic  Highlands  plant, 
will  greatly  improve  the  service.  The  Board  is  also  satisfied  that 
the  permanent  improvements  should  not  be  allowed  to  delay  the 
immediate  improvement  of  service,  because  of  the  time  necessary 
to  procure  the  materials  and  do  the  work  required  in  making 
such  permanent  improvements.  The  expenditure  of  money  re- 
quired for  the  immediate  improvements  will  be  justified,  if  they 
succeed  in  the  interim  and  before  the  final  permanent  improve- 
ments are  made,  in  rendering  to  the  public  the  standard  of  service 
to  which  it  is  entitled. 

The  engineer  of  the  company  indicated  that  much  time  would 
be  required  for  a  preliminary  study  before  the  preparation  of 
any  final  plan  for  permanent  improvements.  The  Board  is  not 
impressed  with  his  contention.  It  believes  that  with  his  inti- 
mate knowledge  of  the  territory  served  by  the  company  and  the 
information  he  must  p>ossess  as  a  result  of  the  controversies  in 
the  matter  of  service  which  have  been  the  subject  matter  of 
hearings  before  this  Board  on  numerous  occasions,  the  neces- 
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sary  improvements  will  not  require  such  time  for  study  as  he 
indicates. 

The  period  for  which  the  improvements  proposed  to  be  made 
will  insure  adequate  service  is  uncertain,  and  if  it  were  proposed 
to  be  continued  for  a  long  time,  would  not  be  permitted  by  the 
Board,  for  the  reason  that  the  operation  of  two  plants  in  this 
territory  is  uneconomical  and  unjustifiable.  The  condition  exist- 
ing is  no  longer  the  subject  matter  of  dispute.  The  company 
recognizes  and  the  public  knows  that  the  poor  service  rendered 
in  the  past  has  been  due  to  inadequate  facilities,  and  these  facili- 
ties have  been  the  subject  matter  of  sufficient  study  to  formulate 
some  definite  plan  for  permanent  improvement.  The  Board 
will,  therefore,  require  the  company  to  file  such  plans  as  it  con- 
templated by  its  former  order  on  or  before  the  first  day  of  June^ 
1920,  together  with  a  date  by  which  it  believes  it  will  be  able  to 
do  all  the  work  necessary  thereunder. 

The  Board  will  permit  the  company  to  make  the  improvements 
to  its  facilities  as  proposed  in  the  plan  filed  by  it  on  January  12, 
1920,  and  in  addition  thereto  will  make  an  order  requiring  the 
company  to  install  an  additional  boiler  at  the  Atlantic  Highlands 
plant  of  300  horse  power  capacity  to  supplement  the  present 
boilers  there  installed,  so  that  the  same  will  be  erected  and 
placed  in  use  on  or  before  June  15,  1920. 

Dated  March  16,  1920. 

ORDER. 

This  matter  having  been  duly  heard  and  submitted  by  the 
parties  and  full  investigation  of  the  matters  and  things  involved 
having  been  had,  and  the  Board  having  on  the  date  hereof  made 
and  filed. a  report  containing  its  findings  of  fact  and  conclusions 
thereon,  which  report,  by  reference  thereto  herein,  is  made  part 
hereof. 

The  Board  of  Public  Utility  Commissioners  hereby  orders 
AND  DIRECTS  the  Standard  Gas  Company  to  file  with  the  Board  on 
or  before  the  first  day  of  June,  1920,  comprehensive  plans  for 
the  improvement  of  its  plant,  in  accordance  with  an  order  of  the 
Board  filed  December  2,  1919,  and  to  advise  the  Board  on  or 
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before  the  said  first  day  of  June,  1920,  of  the  date  upon  which  it 
will  be  able  to  do  all  the  work  necessary  under  said  plans.  The 
Board  further  orders  and  directs  the  Standard  Gas  Company 
to  install  an  additional  boiler  at  its  Atlantic  Highlands  plant  of 
300  horse  power  capacity  to  supplement  the  present  boilers  there 
installed,  so  that  the  same  will  be  erected  and  placed  in  use  on 
or  before  June  15,  1920. 

This  order  shall  become  effective  April  9,  1920. 

Dated  March  16,  1920. 


No.  773. 

In  the  Matter  of  the  Appucation  of  the  Morris  County 
Traction  Company  for  Further  Increased  Rates. 

An  increase  in  fare  from  six  cents  to  seven  cents  is  allowed.  A  proposed 
increase  in  fares  to  school  children  from  three  to  three  and  one-half  cents 
is  denied. 

Elnier  King,  for  the  Petitioner. 

A^.  C.  Toms,  for  the  Town  of  Morristown. 

Prank  H.  Pierce,  for  the  Town  of  Boonton. 

Charles  A.  Rathbtm,  for  Town  of  Roxbury. 

The  petition  alleges  that  the  company  operates  in  some  twenty- 
one  municipalities  of  the  State ;  that  the  official  representatives  of 
these  municipalities  were  duly  notified  of  the  fact  that  the  petition 
was  being  filed  with  this  Board  and  that  the  change  in  the  schedule 
of  fares  is  as  follows:  to  increase  the  irresent  six-cent  fare  to 
seven  cents,  and  the  present  fare  for  school  children  from  three 
cents  to  three  and  a  half  cents,  effective  February  ist;  that  the 
increase  is  necessary  because  of  increased  costs  of  operation  and 
taxes. 

On  January  13th,  counsel  for  the  petitioner  stipulated  that: 
"We  have  no  intention  of  establishing  an  increase  of  fare  until 
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after  permission  to  do  so  is  given  by  the  Board." 

This  matter  is  essentially  a  continuation  of  the  application  for 
an  increase  of  fare  from  five  cents  to  six  cents,  which  was  heard 
by  the  Board  and  report  in  the  matter  filed  November  20,  19 18, 
and  published  in  the  Board's  Reports,  Volume  VI,  page  569, 
et  seq.,  and  for  that  reason  this  report  will  treat  the  matter  as  a 
continuation  of  that  case. 

The  outstanding  securities  of  the  company  are  substantially  the 
same  as  those  set  forth  in  the  Board's  prior  report  on  pages  564 
and  565.  The  appraised  value  of  the  property,  as  claimed  by  the 
petitioner,  is  $3,805,198.63  as  against  $3,901,933.02  claimed  in 
the  prior  proceedings,  the  difference  arising  from  the  writing  oflf 
of  part  of  the  property  of  the  company.  In  view  of  the  amount 
of  rehef  asked  for  in  this  case,  however,  it  is  not  necessary  to 
pass  upon  this  valuation  in  detail  nor  to  come  to  any  definite 
conclusion  with  respect  to  same. 

As  shown  in  Table  IV  of  the  Board's  report  of  November  20, 
1 9 19,  the  estimated  revenue  to  be  produced  by  the  six-cent  fare 
for  the  year  1919  was  $464,574  and  the  estimated  expenses,  taxes 
and  lease  of  road  were  $349,663.  The  estimated  income  remain- 
ing to  provide  for  the  return  on  capital  and  for  the  depreciation 
thereof  was  $114,911.  The  actual  operating  results  for  1919 
showed  gross  receipts  of  $435,989  and  expenses,  taxes  and  lease 
of  road  $382,335  (omitting  the  amount  charged  for  amortiza- 
tion of  fixed  capital,  $9,863)  :  The  income  remaining  to  provide 
for  return  on  capital  and  the  depreciation  thereof  was  therefore 
actually  $53,654  for  1919  instead  of  $114,91 1  as  estimated.  The 
deficiency  in  revenue  appears  to  have  been  caused  chiefly  by  the 
changes  in  the  riding  habit  incident  to  the  close  of  the  war  and 
to  the  abandonment  of  war  industries  in  the  territory  served. 
The  increases  in  operating  expenses  appear  to  have  been  due  to 
the  general  conditions  over  which  the  company  had  no  control. 

In  order  to  present  a  complete  review  of  the  operating  results 
from  191 7  to  1919  and  to  indicate  what  is  estimated  to  be  the 
eflfect  of  the  schedule  of  rates  prayed  for,  Table  I  has  been  pre- 
pared, and  follows: 
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The  manager  of  the  company  testified  that  the  employees  of 
the  company  had  made  demands  for  increased  wages,  aggregating 
some  $80,000,  which  he  thought  could  be  compromised  by  grant- 
ing $40,000  increase.  He  estimated  that  the  granting  of  the 
schedule  of  rates  prayed  for  would,  without  any  decrease  in  the 
riding  habit,  effect  an  increase  in  revenue  of  about  $70,000  but 
that  the  riding  habit  would  decrease  to  such  an  extent  as  to  re- 
duce the  net  gain  in  revenue  to  $57,000.  Offsetting  the  increase 
in  revenue  by  the  amount  of  the  increase  in  wages  would  leave 
a  net  increase  in  operating  revenue  of  $17,000  which  would  just 
about  enable  the  company  to  earn  its  stipulated  two  per  cent, 
interest  on  the  first  mortgage  bonds.  In  this  connection  it  is  to 
be  remembered  that  the  first  mortgage  of  the  petitioner  aggregates 
$3,000,000.  By  the  original  terms  of  this  mortgage  the  interest 
to  be  paid  thereon  was  at  the  rate  of  five  per  cent,  per  annum, 
payable  semi-annually.  By  reason  of  a  stipulation  recently  entered 
into  with  the  bondholders,  effective  for  a  period  of  five  years, 
the  bondholders  agreed  to  accept  two  per  cent,  per  annum  in  lieu 
of  five  per  cent,  for  the  period  named,  payable  semi-annually 
unless  the  revenues  of  the  company  permitted  a  larger  payment. 
The  $60,000  is  the  amount  of  this  interest  as  decreased  by 
stipulation. 

SERVICE. 

Counsel  for  the  various  municipalities  represented  in  the  pro- 
ceedings did  not  enter  any  very  vigorous  opposition  to  the  increase 
in  the  fare,  the  principal  complaint  being  with  respect  to  the  char- 
acter of  the  service  and  the  condition  of  the  cars.  Counsel  for 
Town  of  Roxbury  entered  more  specific  and  detailed  protest  with 
respect  to  this  and  in  appendices  hereto  his  objections  are  stated 
in  full,  together  with  the  reply  of  the  manager  of  the  company. 
The  company's  reply  indicates  the  willingness  of  the  company's 
manager  to  make  studies  with  a  view  to  affording  such  safe, 
proper  and  adequate  service  as  the  public  necessity  may  require. 
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The  Board  will  expect  the  petitioner  to  make  its  service  all  that 
may  reasonably  be  required  by  the  public  necessity. 

The  schedule  of  fares  as  filed  will  no  more  than  pay  the 
increased  wages  and  enable  the  company  to  barely  meet  interest 
payments  of  two  per  cent,  on  its  first  mortgage. 

The  Board  therefore  finds  and  determines : 

1.  That  the  increase  in  school  tickets  from  three  cents  to  three 
and  one-half  cents  each  is  denied. 

2.  That  the  schedule  of  fares  petitioned  for,  except  fare  for 
school  tickets,  will  be  permitted  to  go  into  effect  April  i,  1920. 

3.  That  this  increase  in  fares  is  granted  subject  to  all  the 
terms  and  conditions  contained  in  the  Board's  report  heretofore 
referred  to  and  dated  November  20,  191 8. 

Dated  March  23,  1920. 

APPENDIX  I. 

Board  of  Public  Utility  Commission,  February  i8,  1920. 

Kinney    Building, 

Newark,  AT.  /. 

Gentlemen — Owing  to  Court  engagements  at  Morristown  I  shall  not  be 
able  to  attend  before  your'  honorable  body  on  Thursday,  the  19th  inst.  I 
have  been  furnished  with  a  copy  of  the  statement  of  receipts  and  operating 
expenses,  but  have  not  yet  been  favored  with  a  blue  print  of  the  map  of 
zones ;  and  in  explanation  I  have  been  informed  that  this  is  due  to  the  fact 
that  weather  conditions  have  retarded  the  work. 

At  a  public  meeting  held  in  Roxbury  Township  the  following  points 
were  made  by  different  citizens: 

1.  Something  over  100  school  children  go  to  Landing  each  day  and  cars 
are  only  furnished  for  40  so  that  the  Board  of  Education  are  sending 
an  adult  each  day  to  make  sure  that  the  crowded  condition  of  the  car  would 
not  result  in  an  accident  to  the  children. 

2.  On  Sundays  and  holidays  the  early  cars  from  Succasunna  do  not  run, 
resulting  in  many  not  leaving  because  of  inability  to  make  connections  with 
trains. 

3.  On  week  days  there  is  a  lack  of  car  facilities  with  the  result  that  the 
people  are  obliged  to  take  taxis  and  thereby  the  Trolley  Company  loses 
considerable  money. 

4.  Both  at  Landing  and  Dover  cars  leave  just  before  the  Lackawanna 
trains  arrive  at  those  stations,  resulting  in  long  delays  for  people  living 
at  Kenvil  and  Succasunna  unless  they  take  taxis. 
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5.  Cars  are  dirty,  the  windows  being  especially  so,  and  a  great  deal  of 
smoking  is  done  on  the  cars.  In  some  instances  even  the  conductors  them- 
selves have  indulged  in  smoking. 

6.  Cars  are  frequently  cold. 

7.  Cars  with   flat   wheels   are   frequently   used. 

8.  Too  many  stops  were  discontinued. 

I  would  add  that  the  general  sense  of  this  public  meeting  was  that  if  the 
Company  is  going  to  give  better  service,  then  no  particular  objections  would 
be  made  to  the  increase  of  rates,  but  for  the  service  now  given  the  rates 
were  high  enough.  I  think  the  people  of  the  Township  are  generally  very 
favorably  disposed  towards  the  Company  and  do  not  desire  to  stand  in  its 
way  of  securing  an  adequate  income;  that  while  the  management  has  gen- 
erally responded  courteously  to  the  requests  of  the  citizens  on  special  occa- 
sions, yet  there  has  been  a  lack  of  foresight  and  inattention  to  the  items 
which  I  have  already  noted.  I  think  the  citizens  want  to  be  very  reasonable 
and  perfectly  fair  and  I  am  sure  that  they  will  acquiesce  in  whatever  your 
honorable  body  may  determine. 

Yours  respectfully, 

(Signed)    Charl^  A.  Rathbun. 


APPENDIX  II. 

Mr.  Alfred  S.  March,  February  27,   1920. 

Public  Utility  Commission, 
Newark,  N,  J. 

My  dear  Sir — As  arranged  at  the  hearing  on*  February  19th,  a  copy  of 
the  letter  of  Mr.  Charles  A.  Rathbun,  dated  February  18,  1920,  has  been 
received.     Replying  thereto,  I   desire  to  advise  as   follows: 

No.  I.  The  maximum  number  of  school  children  according  to  our  study 
in  the  month  of  January,  a  copy  of  which  we  filed  at  the  hearing,  I  believe 
is  eighty-eight  (88).  It  is  not  true  that  a  forty  (40)  seat  car  is  furnished 
for  this  service.  We  have  regularly  used  one  of  our  400  class  cars  which 
seats  fifty-two  (52)  adults.  An  exception  might  occur  when  the  regular 
car  used  for  this  service  is  in  for  inspection  that  one  of  our  smallest  cars 
of  forty-four  (44)  seats  may  have  been  used  for  one  day.  However,  as 
soon  as  climatic  conditions  permit,  a  further  study  of  the  condition  will  be 
made  and  results  reported  to  you,  and  if  in  the  judgment  of  the  Board, 
additional   service   is  necessary,   it  will   be   promptly  given. 

No.  2.  We  do  not  believe  it  is  at  all  necessary  for  the  early  morninj^  car 
from  Succasunna  to  Dover  on  Sunday.  The  early  car  during  the  week 
days  carries  very  few  passengers.  We  will  canvass  and  ascertain  the  num- 
ber of  people  desiring  to  make  the  Sunday  morning  trip  and  will  be  glad 
to  submit  the  information. 

The  omission  of  the  early  car  on  Sunday  prevents  making  connections 
with  the  6:40  A.  M.  and  6:57  A.  M.  trains  of  the  D.  L.  &  W.     Our  first 
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train  leaving  Landing  at  7:  ii  and  reaching  Dover  at  7:49  enables  passengers 
to  meet  the  first  train  leaving  Dover  for  New  York  after  6 :  57  A.  M. 
We  are  unable  to  understand  any  demand  for  a  connection  to  New  York 
which  would  necessitate  a  car  leaving  Ledgewood  at  5:47  A.  M.  We  will, 
however,  when  climatic  conditions  permit,  make  a  test  over  a  period  and 
ascertain    the    number    of   people    accommodated. 

No.  3.  From  the  statistics  which  we  have  collected,  we  believe  an  hourly 
service  in  this  section  is  sufficient  for  the  territory,  and  that  any  additional 
service  would  not  be  justified. 

No.  4.  I  am  enclosing  herewith  a  tabulation  showing  arrival  and  de- 
parture of  D.  L.  &  W.  trains  and  our  own  at  Dover  and  Landing,  in  both 
directions,  which  indicates  they  are  receiving  a  good  service.  In  addition 
to  the  trains  we  meet,  there  are  two  trains,  at  6:45  and  7:47  P.  M.,  we  are 
arranging  to  meet  if  same  are  on  time.  The  statement  that  long  delays 
result  to  the  people  living  at  Kenvil  and  Succasunna  is  not  based  on  facts 

No.  5.  During  the  extreme  weather  we  admit  that  windows  are  not  as  clean 
as  during  ordinary  temperatures;  however,  every  care  is  taken  that  the 
cars  are  washed  daily  and  kept  as  near  clean  as  possible,  but  the  cars  in 
question,  being  on  a  line  that  does  not  return  to  the  barn,  excepting  at 
night,  it  is  more  difficult  to  keep  the  operators  keyed  up  to  carry  out  their 
instructions.  In  addition  to  this,  the  traffic  on  this  division  of  our  road  is 
made  up  of  a  class  of  people  that  are  exceedingly  careless.  We  are  in- 
structing the  operators  on  this  division  of  the  necessity  of  sweeping  out 
their  cars  at  the  end  of  each  trip  and  also  to  supply  us  with  reports  so 
that  we  can  base  legal  action  against  some  of  the  riders  in  order  to  over- 
come the  difficulty  of  expectoration,  etc. 

No.  6.  The  statement  is  not  true  that  our  cars  are  frequently  cold.  Occa- 
sionally through  neglect  of  the  conductor,  the  car  may  become  cold,  but 
we  are  continually  inspecting  this  and  find  that  98  per  cent,  of  the  time 
the  cars  are  in  good,  comfortable  condition. 

No.  7.  During  the  last  few  years,  it  has  been  impossible  to  obtain  steel 
wheels  and  the  Company  to  a  large  extent  has  had  to  return  to  cast-iron 
wheels  so  that  occasionally  we  would  have  a  flat,  but  it  is  promptly  remedied 
not  only  on  account  of  the  annoyance,  but  also  on  account  of  the  injury  to 
the  equipment.  "^ 

I  might  add  that  we  have  just  recently  been  able  to  place  an  order  and 
obtained  a  promise  for  an  early  delivery  for  a  number  of  steel  wheels,  so 
we  expect  during  the  summer  that  our  line  will  be  entirely  equipped  with 
steel    wheels. 

No.  8.  The  stops  discontinued  were  in  accordance  with  the  recommendation 
of  the  Board  of  Public  Utility  Commission,  and  some  stops  have  been  re- 
stored, and  only  a  recent  investigation  by  the  Inspector  of  the  Board  it 
was  decided  not  to  restore  the  stop  in  front  of  Mr.  Young's  store  which  is 
within  one  hundred  and  fifty   (150)    feet  of  the  established  stop. 

Yours  very  truly, 

(Signed)    O.   G.  Schultz, 

Secretary  and  Treasurer. 
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No.  774. 

City  of  Asbury  Park  vs.  New  York  &  Long  Branch 

Company. 

In  a  proceeding  involving  proposed  improved  station  facilities  a  railroad 
company  submits   a   plan    for   track   elevation. 

HBLD — I.  In  the  consideration  of  an  elevation  scheme,  such  plan  should 
be  adopted  as  will  not  interfere  with  the  general  development  of  the  com- 
munity or  unduly  decrease  property  values.  The  plan  submitted  by  the  com- 
pany is,  in  the  opinion  of  the  Board,  inadequate,  incomplete  and  lacking  in 
many  necessary  details. 

2.  The  Board  being  without  authority  to  order  a  separation  of  the 
grades  of  the  railroad  from  those  of  the  highways  in  this  proceeding  will  on 
its  own  motion  commence  proceedings  for  the  abolition  of  the  grade  cross- 
ings, which  necessarily  will  involve  changes  at  the  station. 

James  D,  Carton,  for  the  Petitioner. 
John  S.  Apple  gate,  for  the  Respondent. 

The  Board  of  Commissioners  of  the  City  of  Asbury  Park 
requested  that  the  matter  of  safe,  adequate  and  additional  sta- 
tional  facilities  at  the  main  railroad  station  in  Asbury  Park  be 
given  further  consideration.  Further  hearing's  were  accordingly 
held. 

The  following  are  excerpts  of  the  Board's  former  report  in 
this  matter,  dated  September  10,  1917: 

"From  the  testimony  and  the  photographs  offered  as 
exhibits  we  find  that  an  unusually  dangerous  condition 
exists  at  the  station  and  that  stational  facilities  are  not 
proper  or  adequate.  Especially  is  this  true  during  the 
summer  months  each  year.  The  station  platform  is 
crowded ;  the  train  schedules  are  almost  daily  delayed ; 
the  handling  of  express  and  baggage  delays  the  pas- 
senger service  by  the  one  side  present  station  arrange- 
ment, and  Bangs  Avenue  and  a  number  of  streets  to 
the  north  are  blocked  for  unusually  lengthy  periods  by 
reason  of  congested  railroad  facilities. 
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**We,  therefore,   request  that  the   New  York  and 
Long  Branch  Railroad  Company  submit  to  this  Board 
some  definite  plan  with  a  view  of   furnishing  safe, 
adequate  and  proper  facilities  at  the  Asbury  Park  Sta- 
tion before  December  4,  191 7,  or  in  lieu  thereof,  on  the 
same  date  submit  plans  of  any  track  elevation  scheme 
it  may  have  in  the  course  of.  development  for  the  por- 
tion of  the  railroad  through  the  said  Asbury  Park. 
This  matter  will  be  formally  continued  to  December 
4th  next,  at  Trenton." 
In  accordance  with  the  Board's  request,  as  is  set  forth  in  its 
previous  report,  counsel  for  the  respondent  appeared  before  the 
Board  on  December  4,  191 7,  and  filed  plans  for  the  elevation  of 
the  railroad  tracks  through  the  City  of  Asbury  Park,  and  at  the 
same  time  made  the  following  statement : 

"Nor  have  we  at  this  time  any  definite  plan  to  sub- 
mit that  will  relieve  the  situation  in  Asbury  Park,  other 
than  the  system  now  in  use  for  the  protection  of  the 
patrons  of  the  road,  but  in  lieu  thereof,  as  directed  by 
this  Board,  the  railroad  company  at  this  time  is  pre- 
pared and  does  submit  plans  for  a  permanent  improve- 
ment, in  the  nature  of  track  elevation  through  the  City 
of  Asbury  Park." 
The  matter  was  continued  from  time  to  time  and  action  thereon 
held  in  abeyance  by  reason  of  the  World  War  and  of  the  gov- 
ernmental control  and  management  of  the  railroad.    The  Board's 
former  report  summarizes  the  facts  as  follows: 

"During  the  summer,  and  especially  in  July,  August 
and  September,  there  are  tremendous  crowds  visiting 
this  resort.  On  Saturdays,  Sundays,  holidays  and  when 
excursion  trains  are  run  great  crowds  of  people  con- 
gregate at  this  station  awaiting  arrival  and  departure 
of  trains.  The  photographs  offered  as  exhibits  and 
which  are  admittedly  true  reproductions  of  conditions 
and  crowds  commonly  present  at  the  station  during 
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the  summer,  best  shojv  the  existing  conditions.  This 
main  station  is  used  by  the  people  of  Asbury  Park, 
Ocean  Grove  and  Neptune  Township.  This  area  has 
an  estimated  permanent  population  of  25,000  and  a 
summer  population  of  more  than  100,000,  which  is 
daily  augmented  by  the  summer  excursions. 

"The  only  record  of  traffic  for  a  summer  mmith 
testified  to  was  that  of  August,  191 6.  In  that  month 
there  were  325,798  passengers  in  and  out,  not  includ- 
ing the  special  excursions. 

"The  number  of  trains  passing  through  Asbury  Park 
north  and  south  according  to  summer  schedule  are  122 
daily ;  there  are  also  four  or  five  freight  trains.  Under 
regulations  of  the  railroad  company  but  one  train  is 
allowed  to  enter  the  station  at  a  time  and  only  at  a 
slow  rate  of  speed.'* 
Facing  these  conditions,  which  are  growing  worse  year  by 
year,  the  Board  is  of  the  opinion  that  the  crossings  through  As- 
bury Park  are  dangerous  to  public  safety  and  that  the  public 
travel  on  the  highways  is  impeded  thereby. 

It  is  a  matter  of  regret  that  the  company  has  failed  to  co- 
operate with  the  Board  and  the  residents  of  Asbury  Park  in  the 
matter  of  providing  adequate  and  proper  stational  facilities  to 
which  a  city  of  its  size  and  importance  is  entitled. 

The  war  is  over  and  the  railroads  have  been  returned  to  private 
ownership.  Action  looking  to  the  elimination  of  existing  dan- 
gerous conditions  should  therefore  be  no  longer  delayed.  Two 
plans  have  been  suggested.  One,  proposed  by  Charles  A.  Mead, 
one  of  the  Board's  engineers,  which  could  be  carried  out  within 
a  comparatively  short  period  of  time,  would  help  eliminate  dan- 
gerous conditions  existing  at  the  main  station,  and  also  provide 
additional  stational  facilities.  This  plan,  which  was  prepared 
at  the  time  of  the  first  hearing  in  the  matter,  provides  for  the 
present  arrangement  of  the  tracks  to  be  used  as  far  as  possible, 
and  contemplates  a  method  of  separating  the  travel  so  that  the 
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passengers  would  not  be  oblige^l  to  cross  the  track?,  or  cross  the 
north-bound  tracks  in  alighting  from  a  souih-bound  train.  The 
plan  provides  for  the  same  length  of  platform,  18  feet  wide  on 
the  west  side  of  the  south-bound  track,  as  the  present  platform 
on  the  east  side,  and  an  inter-track  fence  running  from  a  point 
150  feet  north  of  Bangs  Avenue  to  a  point  200  feet  south  of 
Cookman  Avenue,  thereby  providing  for  a  ten-car  train.  It 
also  suggests  two  pedestrian  subways  from  the  east  side  to  the 
west  side ;  the  track  elevation  to  remain  the  same  as  at  present. 
The  estimated  cost  of  improvements,  as  suggested,  would  amount 
approximately  to  $60,815  as  of  said  date,  which  amount,  having 
regard  for  present  day  prices,  should  be  increased  $43,324,  mak- 
ing the  sum  to  be  expended  for  this  improvement  $104,139. 

The  second  plan  provides  for  an  elevation  of  the  tracks  of  the 
railroad  throughout  the  entire  city.  This  plan  was  submitted  by 
the  railroad  company  and  is  entitled  "New  York  and  Long 
Branch  Railroad  Company's  plans  of  proposed  track  elevation 
through  Asbury  Park,  scales  as  shown,"  dated  November  22, 
1917. 

The  plan  of  the  company  provides  for  a  double  track  railroad 
elevated  above  the  street,  leaving  the  present  grades  of  the  rail- 
road at  a  point  opposite  Grassmere  Avenue,  Interlaken  and  re- 
turning to  the  present  grade  at  Corlies  Avenue.  Two  additional 
tracks  are  provided  between  Fourth  Avenue  and  a  point  midway 
between  Springwood  and  Corlies  Avenue;  switches  leading  to 
them  l^eing  safeguarded  by  interlocking  towers  and  the  track 
signaled;  the  Asbury  Park  station  to  have  two  covered  inter- 
track  platforms  850  feet  long  and  30  feet  wide,  with  broad  and 
ample  stairways  serving  them.  This  plan  will  also  require 
changes  at  the  North  Asbury  Park  station,  which  it  is  proposed 
to  serve  by  a  single  covered  intertrack  platform  740  feet  long 
reached  by  ample  stairways.  The  plan  provides  for  bridges  over 
Simset  Avenue,  Fifth  Avenue,  Fourth  Avenue,  Second  Avenue, 
Asbury  Avenue,  Monroe  Avenue,  Bangs  Avenue  and  Springwood 
Avenue,  which  streets  are  at  the  present  time  opened  at  grade 
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across  the  railroad  tracks.  The  plan  also  provides  that  Sixth 
Avenue,  Third  Avenue,  First  Avenue  and  Summerfield  Avenue 
be  closed.  Sewell  Avenue  and  Cookman  Avenue  at  present  do 
not  cross  the  railroad.  Traffic  is  prevented  by  fences  erected 
across  the  streets,  although  these  streets  are  laid  out  up  to  the 
railroad  tracks  on  each  side  thereof. 

The  construction  of  the  work  shown  on  the  plan  is  that  of 
solid  fill  between  concrete  walls  and  is  estimated  to  cost,  includ- 
ing 20  per  cent,  for  engineering  expenses  and  contingencies, 
$2,360,514.60.  On  the  west  side  of  the  railroad  a  street  known 
as  Railroad  Avenue  exists  adjacent  to  and  parallel  with  the  said 
railroad  from  Deal  Lake,  southward  to  Monroe  Avenue.  Sev- 
enth Avenue  does  not  at  the  present  time  cross  the  tracks.  East 
of  the  railroad  and  parallel  with  it  from  Seventh  Avenue  to 
Fourth  Avenue  is  a  narrow  street  known  as  Steiner  Place ;  also 
on  the  east  side  of  the  railroad  between  Monroe  Avenue  and 
Springvi^ood  Avenue  is  a  narrow  street.  The  plan  indicates  a 
vertical  headroom  of  12  feet  in  the  clear  for  the  street  under- 
crossings. 

The  Board  is  of  the  opinion  that  the  ultimate  and  proper  solu- 
tion of  this  problem  is  to  separate  the  grades  of  the  railroad  and 
highways  through  the  City  of  Asbury  Park.  This  would  also 
be  in  accord  with  the  State's  policy  of  the  elimination  of  grade 
crossings. 

In  the  consideration  of  an  elevation  scheme  such  plan  should 
be  adopted  as  will  not  interfere  with  the  general  development 
of  the  community  or  unduly  decrease  property  values.  The 
plan  of  elevation  submitted  by  the  company  is,  in  the  opinion-  of 
the  Board,  inadequate,  incomplete  and  lacking  in  m.any  necessary 
details.  The  plan  should  at  least  provide  direct  communication 
across  or  under  the  tracks  for  the  streets  which  are  now  open. 

The  headroom  of  12  feet  shown  at  the  crossings  is  insuffi- 
cient. An  underclearance  of  14  feet  at  all  crossings  at  which 
grades  are  separated  is  an  established  policy  whenever  possible. 

It  is  suggested  the  plan  should  be  modified  in  the  following 
respects : 
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First.  In  addition  to  the  crossings  shown  on  the  plan,  provide 
bridges  at  Sixth  Avenue,  Third  Avenue,  First  Avenue  and  Sum- 
merfield  Avenue,  where  the  streets  at  present  cross  the  tracks  at 
grade. 

Second.  Provide  a  bridge  at  Cookman  Avenue  where  it  was 
desired  by  former  petition  of  the  City  of  Asbury  Park  to  pro- 
vide for  a  crossing. 

Third.  Provide  an  underclearance  of  14  feet  at  all  crossings. 

On  the  same  basis  as  the  former  estimate,  the  additional 
bridge  work  outlined  will  add  approximately  $121,500  to  the 
estimated  total  mentioned  above,  bringing  the  new  total  $2,- 
482,000.  This  estimate  is  according  to  previous  figures  sub- 
mitted, and  not  in  accordance  with  current  day  prices,  which 
would  exceed  the  said  estimate  to  a  considerable  extent. 

As  the  "Mead''  plan  is  but  a  temporary  one,  we  conclude  that 
it  should  not  be  carried  out,  but  that  in  lieu  thereof  an  elevation 
plan  should  be  adopted. 

The  Board  being  without  legal  authority  to  order  a  separation 
of  the  grades  of  the  railroad  from  those  of  the  highways  in  this 
proceeding,  wall  on  its  own  initiative  commence  proceedings  for 
the  abolition  of  grade  crossings  in  Asbury  Park.  This  will 
necessarily  involve  stational  changes  at  the  main  station. 

Dated  March  30,  1920. 


No.  775. 

In  The  Matter  of  the  Application  oe  New  Jersey  Water 
Service  Co.  eor  Approval  of  Increase  in  Fire  Hydrant 
Rates. 

I.  The  act  creating  the  Board  of  Public  Utility  Commissioners  prescribing 
its  duties  and  powers,  became  effective  May  i,  191 1.  Any  attempt  by  a  utility 
and  a  municipality  to  fix  rates,  except  in  conjunction  and  with  the  approval 
of  this  Board,  after  its  formation  is  of  no  legal  consequence  in  a  rate  pro- 
ceeding. The  agreement  made  with  the  Borough  of  Haddon  Heights  was 
subsequent  to  the  creation  of  the  Board. 
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2.  The  Board,  being  familiar  with  the  charges  made  for  hydrant  service 
by  the  different  wat?r  companies  in  various  parts  of  the  State,  knows  by  the 
comparison  of  rates  that  a  proposed  charge  of  $25  per  fire  hydrant  is  not 
unreasonable;  and  being  satisfied  from  the  evidence  that  the  company  is  in 
need  of  additional  revenue  permits  a  uniform  rate  for  fire  hydrant  service 
of  $25  per  annum  per  fire  hydrant  to  become  effective  throughout  the  terri- 
tory served  by  the  company. 

Theodore  J.  Grayson,  for  the  company. 

Garfield  Pancoast,  for  the  Boroughs  of  Audubon  and  Barring- 
ton. 

Janies  S.  Gradwell,  for  the  Borough  of  Oaklyn. 

Frank  P.  Jess,  for  Borough  of  Haddon  Heights. 

In  August,  1 919,  the  New  Jersey  Water  Service  Company 
adopted  a  rule  relative  to  the  estaWishment  of  a  uniform  rate 
for  fire  hydrant  service  throughout  the  territory  served  by  it,  as 
follows : 

"On  and  after  January  i,  1920,  a  uniform  rate  for 
fire  hydrant  service  shall  be  effective,  viz:  $25.00  per 
annum  per  fire  hydrant  throughout  the  territory  served 
by  this  company  and  including  the  Boroughs  of  Barring- 
ton,  Oaklyn,  Audubon  and  Haddon  Heights,  and 

"Further  Resolved,  that  the  officers  and  counsel  of 
this  company  be  and  they  are  hereby  instructed  to  take 
the  necessary  steps  to  publish  notice  of  this  rule  and  to 
the  company's  consumers  as  soon  as  it  is  practicable 
to  do  so,  and  to  submit  said  rule  without  delay  to  the 
Public  Utility  Commission  of  New  Jersey  with  the  re- 
quest that  the  said  body  consider  and  approve  the  rule." 
The  Board  called  the  company's  attention  that  the  proposed 
rule  involved  an  increase  in  rates  for  fire  hydrant  service  in  some 
of  the  Boroughs  it  serves,  and  that  it  should,  therefore,  make 
application  by  petition  and  furnish  the  information  required  by 
Conference  Rule  No.  15. 
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This  was  done  during  the  month  of  December,  19 19,  and  hear- 
ings had  thereon  at  Trenton,  on  January  27,  February  10  and 
February  24,  1920. 

The  Board  in  a  previous  investigation  of  the  rates  charged 
domestic  consumers  did  on  the  15th  day  of  October,  1918,  estab- 
lish a  just  and  reasonable  rate  for  that  class  of  service.  No 
consideration  was  given  in  that  proceeding  to  the  fire  hydrant  rate. 

The  petitioner  now  charges  that  the  continued  increased  operat- 
ing expenses  within  the  last  two  years  has  made  it  necessary  to 
procure  increased  revenue,  and  further  claims  that  the  fire  hydrant 
service  throughout  its  territory  is  now,  and  has  been  since  its 
installation,  furnished  by  the  company  at  less  than  cost,  and  that 
there  are  discriminating  rates  for  the  same  service  between  some 
of  the  Boroughs  it  serves. 

After  the  submission  of  detailed  testimony,  including  exhibits 
showing  operating  conditions  and  operating  expenses  of  the  com- 
pany, the  controversy  practically  resulted  in  eliminating  all  but 
two  questions  for  the  Board  to  pass  upon:  first,  whether  the 
Board  in  fixing  just  and  reasonable  rates,  as  declared  to  be  its 
duty  under  the  statute,  should  require  the  company  to  observe 
the  terms  of  an  agreement  between  the  Union  Water  Company 
(predecessor  to  the  petitioner)  and  the  Borough  of  Haddon 
Heights,  dated  July  5,  191 1,  which  attempted  to  fix  and  deter- 
mine the  rates  for  both  domestic  and  fire  service. 

The  act  creating  the  Board  of  Public  Utility  Commissioners, 
prescribing  its  duties  and  powers  (Chapter  195,  Laws  of  191 1), 
became  eflfective  May  i,  191 1.  Any  attempt  by  a  utility  and  a 
municipality  to  fix  rates,  except  in  conjunction  and  with  the 
approval  of  this  Board,  after  its  formation  is  of  no  legal  con- 
sequence in  a  rate  proceeding.  The  agreement  made  with  the 
Borough  of  Haddon  Heights  was  subsequent  to  the  creation  of 
the  Board. 

(2)  Should  the  Board  act  on  the  proposed  fire  hydrant  rate 
without  an  accurate  and  scientific  allocation  of  the  costs  of  the 
fire  service  as  distinguished  from  the  domestic  service  ? 
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The  Board  held  in  the  Hackensack  Water  Company  rate  case 
that  the  cost  of  water  for  fire  service  should  be  made  by  charges 
based  on  the  proportion  of  plant  and  system  required  for  fire 
protection,  exclusive  of  hydrants,  and  an  additional  charge  for 
each  hydrant.  This  is  a  correct  engineering  principle  and  one 
which  the  Board  follows  wherever  practicable  and  does  not  in- 
volve an  unduly  large  expense  on  either  the  company  or  the 
municipality  in  the  making  of  such  allocations.  In  the  present 
case  the  total  increase  in  revenue,  if  the  uniform  charge  of 
$25.00  per  fire  hydrant  per  annum  is  permitted,  would  be 
$i»333-00.  The  testimony  shows  that  with  this  increased  revenue 
the  company  would  still  have  a  deficiency  of  about  $500.00  from 
a  6  per  cent,  return  on  the  value  of  its  property  after  paying 
operating  expenses. 

At  the  conclusion  of  the  hearings,  counsel  for  the  Borough 
of  Oaklyn  said :  "In  all  fairness  to  the  company,  I  will  say  that 
the  Borough  Council  of  Oaklyn  feel  that  if  the  Commission  feels 
it  is  entitled  to  the  increase  in  rate,  we  will  not  enter  objection 
at  this  time.  Chir  only  purpose  is  not  to  be  brought  here  in  the 
course  of  five  or  six  months  on  an  allocation  basis  in  which  the 
increase  will  be  probably  twice  as  much  or  one-third  as  much — 
we  don't  know." 

Counsel  for  the  Borough  of  Haddon  Heights  said :  "We  are 
not  going  to  attempt  to  put  in  any  testimony.  We  are  entirely 
willing  to  submit  this  matter  to  the  Commission  on  the  record 
as  it  stands.  It  seems  only  fair  to  say  that  if  the  company  has 
proven  its  case,  it  is  entitled  to  some  relief.  That  was  our  feeling. 
We  felt  that  if  any  consideration  could  be  given  to  the  contract 
that  we  have  with  them  we  ought  to  have  the  benefit  of  that  con- 
sideration. The  only  practical  benefit  that  I  see  that  we  could 
get  would  be  if  the  Commission  should  hold  that  under  all  the 
circumstances  and  in  view  of  this  contract,  that  the  effective  date 
of  any  order  they  should  make  in  this  matter  should  be  deferred 
until  some  later  period  in  order  that  the  Borough  might  have 
a  proper  opportunity  to  make  provisions  in  its  budget  for  any 
increase  in  fire  hydrant  charges  that  might  be  involved." 
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The  Board,  being  familiar  with  the  charges  made  for  hydrant 
service  by  the  different  water  companies  in  various  parts  of 
the  State,  knows  by  the  comparison  of  rates  that  the  proposed 
charge  of  $25.00  per  fire  hydrant  is  not  unreasonable;  and  being 
satisfied  from  the  evidence  that  the  company  is  in  need  of  addi- 
tional revenue  will  permit  the  rule,  providing  for  a  uniform 
rate  for  fire  hydrant  service  of  $25.00  per  annum  per  fire  hydrant 
to  become  effective  throughout  the  territory  served  by  the  com- 
pany, including  the  Boroughs  of  Barrington,  Oaklyn,  Audubon 
and  Haddon  Heights,  on  and  after  May  i,  1920. 

Dated  April  6,  1920. 


No.  776. 

In  the  Matter  of  the  Application  oe  the  Bay  Head  Water 
Company  for  Increased  Rates. 

A  water  company  proposes  to  increase  its  rate  for  the  first  spigot  from  $9 
to  $12  per  year,  claiming  this  to  be  necessary  because  of  increased  operating 
expenses. 

1.  A  study  of  the  operating  expenses  of  the  company  during  1916  to  1919, 
inclusive,  shows  that  the  appropriations  to  create  a  reserve  for  depreciation 
are  based  on  charges  ranging  from  5  to  7.5  per  cent,  of  the  value  new  of  the 
depreciable  property.  This  is  much  more  than  the  appropriations  determined 
by  the  Board  for  other  water  companies  whose  rates  have  been  under  review. 

2.  It  is  believed  that  2  per  cent  of  the  cost  new  of  the  fixed  capital  will  be 
sufficient  for  the  present  needs  of  the  company,  especially  in  view  of  the 
considerable  reserve  it  has  accumulated  since  the  Board  was  created. 

3.  It  is  assumed  that  the  net  revenue  for  1920  will  approximate  that  for 
1919.  This  indicates  that  the  company  can  pay  its  dividend  of  7  per  cent, 
and  pass  a  small  amount  to  surplus  account. 

4.  The  company  is  in  no  immediate  need  of  an  increase  in  revenue,  and 
for  that  reason  there  is  -no  necessity  for  an  adjustment  of  its  rates  at  this 
time. 

5.  The  Board  is  asked  to  require  the  company  to  file  a  metered  rate.  Where 
a  company  has  to  maintain  a  plant  the  entire  year  which  is  used  by  a  great 
majority  of  its  customers  for  only  two  or  three  months  of  the  year,  the  fixed 
charges  of  the  company  constitute  a  large  proportion  of  the  total  charges 
for  water  and  the  economies  of  metering  are  not  so  great  as  in  a  system 
serving  its  customers  twelve  months  in  the  year. 
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James  Egbert,  for  the  Petitioner. 
S.  Fisher  Miller,  for  the  Consumers. 

The  petition  in  this  matter  alleges : 

That  a  statement  is  being  sent  to  the  consumers,  setting  forth 
the  request  for  increase  in  the  flat  rate  (first  spigot)  and  stating 
the  reasons  therefor. 

That  the  petitioner  proposes  to  increase  the  flat  rate  (that  is, 
for  the  first  spigot)  from  $9  to  $12,  which  will  efifect  an  increase 
of  $3  in  the  bill  of  each  customer  served. 

That  the  increase  is  rendered  necessary  by  reason  of  increased 
operating  expenses. 

The  company  which  preceded  the  petitioner  was  the  Bay  Head 
Artesian  Water  Company.  In  the  year  191 2  the  latter  company 
sold  all  of  its  plant  and  property  to  the  petitioner  in  this  matter 
and  an  appraisal  of  the  property  was  made  as  a  basis  for  the  issue 
of  securities  of  the  petitioner  in  this  case. 


I.  Value  of  Property. 

The  appraised  value  as  determined  in  these  proceedings  was 
adopted  as  the  book  value  of  the  property  of  the  petitioner.  The 
value  of  fixed  capital  of  the  company  based  on  this  valuation 
is  shown  in  column  (i)  of  Table  I  for  the  years  1915  to  1919, 
inclusive. 

TABLE  L 


Year 

1915... 
igi6. . . 

1917. . 
1918... 

1919. . 


FIXED  AND  WORKING  CAPITAL  LESS  DEPRECIATION   RESERVE. 


Fixed 
Capital 
on  Decem- 
ber $ist 

(I) 

$45465 

49,011 

49.437 
50,087 
50,916 


Fixed  Capital 
plus  6% 
Working 
Capital 

(l)+6%=(2) 

$48,193 
5195-2 
52.404 
53.092 

53.971 


Depreciation 
Reserve 
{Book) 

(3) 

$4,936 

7.400 

9,885 

12,240 

13.853 


Fixed  and 

Working 

Capital  less 

Reserve 

(4) 
$43,257 
44.552 

42,519 
40,852 
40,118 


Average 

Depreciated 

Value  for 

Year 

(5) 


$43,905 
43.535 
41,685 
40,485 
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In  the  second  column  of  Table  I,  foregoing,  six  per  cent,  is 
added  to  the  value  of  the  fixed  capital  to  provide  for  working 
capital.  From  the  resulting  values  the  actual  amount  of  the 
depreciation  reserve  as  carried  on  the  books  of  the  company  and 
shown  in  column  (3)  is  deducted.  Column  (4)  shows  the  amount 
of  fixed  and  working  capital  less  such  reserve  as  deducted  and 
column  (5)  shows  the  average  amount  of  capital  devoted  to 
public  use  for  each  of  the  years  1916  to  1919,  respectively. 

II.  Revenue  Deductions. 

In  order  to  set  forth  the  operating  statistics  of  the  company 
in  condensed  form  for  the  years  1916  to  1919,  Table  II  has  been 
prepared  and  is  given  below. 

TABLE  IL 

OPERATING  STATISTICS. 

I916  TO  I919  ACTUAU  AND  I92O  ESTIMATED   (COSTS  OMITTED). 

1920. 

igi6.      1917.       igi8.       1919.  Estimated. 
(i)  Total  Water  Sales    $9,265    $10,264     $9,33^     $9,397     $9,400 

Revenue  Deductions — 

Pumping  Expenses   $3,007  $3,916  $3,020  $3,132  $3,450 

Maintenance    21  381  279  315  315 

Amortization  Charged   ...    2,465  2,485  2,354  1,614  1,018 

General  Expenses   526  604  568  888  888 

Operating  Expenses   $6,019     $7,387     $6,221     $5,949     $5,671 

Taxes     385  460  575  546  550 

(2)  Total  Revenue  Deduc.  ...$6,404     $7,847     $6,796     $6,495     $6,221 

(i)-(2)  

=  (3)   Net  Oper.  Rev.  (Book)  ..$2,861      $2,414     $2,536     $2,902     $3,179 

(4)  Add      Amortization      Ex- 

ceeding 2  %   1,555        1,505       1,365  612     

(5)  Adjusted  Net  Revenue  . . .  $4,416     $3,919     $3.90i     $3,5i4     $3,i79 

(6)  Average      Fixed      and 

Working    Capital,    Less 

Depreciation    Reserve  . .  43,905     43.535     41,685     40485     40,500 

4 
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A  study  of  the  operating  expenses  of  the  company  during  1916 
to  19 1 9,  inclusive,  shows  that  the  appropriations  to  create  a  re- 
serve for  depreciation  are  based  on  charges  ranging  from  5  to 
7.5  per  cent,  of  the  value  new  of  the  depreciable  property.  This  is 
very  much  more  than  the  appropriations  determined  by  the  Board 
for  other  water  companies  whose  rates  have  been  under  review. 
In  the  Hackensack  Water  Company  case  the  Board  fixed  a  per- 
centage of  I.I  per  cent,  of  the  depreciable  property  as  the  annual 
accruing  amortization,  which,  related  to  the  entire  fixed  capital, 
equated  to  one  per  cent.  In  certain  smaller  companies  the  per- 
centage based  on  the  entire  fixed  capital  has  ranged  from  1.25 
to  2  per  cent.  The  property  of  a  water  plant  as  a  rule  is  the 
longest  lived  of  any  utility  property  within  the  jurisdiction  of 
the  Board. 

In  the  instant  case  it  is  believed  that  2  per  cent,  of  the  cost 
new  of  the  fixed  capital  will  be  sufficient  for  the  present  needs  of 
the  company,  especially  in  view  of  the  considerable  reserve  it  has 
accumulated  since  this  Board  was  created.  The  reserve  Decem- 
ber 31,  1919,  amounted,  as  shown  in  Table  I,  to  $13,853;  this  is 
in  excess  of  25  per  cent,  of  the  entire  fixed  capital,  depreciable 
and  non-depreciable. 

Referring  again  to  Table  II,  the  net  operating  revenue  (book) 
is  shown  in  line  (3).  To  this  is  added,  in  line  (4),  an  amount 
which  would  reduce  the  annual  appropriation  for  amortization  to 
2  per  cent.,  and  line  (5)  gives  the  adjusted  net  revenue  on  the 
basis  of  an  appropriation  of  that  percentage  for  the  years  1916 
to  1919,  inclusive.  On  line  (6)  is  given  for  each  year  the 
average  value  of  the  property  less  the  depreciation  reserve  created 
against  same  out  of  earnings.  This  shows  that  the  company  has, 
on  that  basis,  been  earning  from  9  to  10  per  cent,  during  the 
last  four  years  on  the  depreciated  value  of  its  property.  In  the 
last  column  the  operating  results  for  the  year  1920  are  estimated 
on  the  basis  of  an  increase  of  $300  in  salary  included  in  pump- 
ing expenses  and  of  a  reduction  in  appropriation  for  amortiza- 
tion in  accordance  with  the  views  hereinbefore  expressed.    Other 
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expenses  and  taxes  are  taken  about  the  same  as  the  year  1919. 
It  is  assumed  that  the  net  revenue  for  1920  will  approximate  that 
for  1919.  The  net  revenue  for  1920  on  this  adjusted  basis  ag- 
gregates $3,183  on  an  average  fixed  and  working  capital  (de- 
creased by  the  amount  of  depreciation  reserve)  of  $40,500.  This 
indicates  that  the  company  on  this  basis  can  pay  its  dividend  of 
7  per  cent,  and  pass  a  small  amount  to  surplus  account. 

This  analysis  indicates  that  the  company  is  in  no  inmiediate 
need  of  an  increase  in  revenue,  and  for  that  reason  there  is  no 
necessity  for  an  adjustment  of  its  rates  at  this  time. 

III.    PETITION   OF   CERTAIN   CUSTOMERS  FOR  A   FULLY   METERED 

SYSTEM.  * 

During  the  course  of  the  hearing,  Mr.  S.  Fisher  Miller  pre- 
sented a  petition  asking  that  the  Board  deny  the  application  for 
the  increase  of  the  flat  rate  (first  spigot)  and  that  the  company 
be  required  to  prepare  for  filing  with  this  Board  an  equitable 
method  of  selling  water  by  metered  rate  instead  of  a  fixed  rate 
for  the  Borough  of  Bay  Head,  New  Jersey.  This  petition  was 
signed  by  six  of  the  customers  of  the  petitioner. 

Whether  a  system  should  be  metered  or  not  depends  on  several 
factors : 

( I.)  The  amount  of  expenses  that  can  be  saved  by  the  use  of 
meters. 

(2.)  The  annual  fixed  charges  on  the  cost  of  metering  the 
system  plus  the  increased  cost  of  meter  reading  and  increased 
accounting  and  collecting  of  metered  bills  as  compared  with 
similar  items  for  flat  rate  customers. 

Where  a  company  has  to  maintain  a  plant  the  entire  year 
which  is  used  by  a  great  majority  of  its  customers  for  only  two 
or  three  months  of  the  year,  the  fixed  charges  of  the  company 
constitute  a  large  proportion  of  the  total  charge  for  water  and 
the  economies  of  metering  are  not  so  great  as  in  a  system  serv- 
ing its  customers  twelve  months  in  the  year.  The  cost  of  meter- 
ing a  customer  with  a  5^-inch  meter  in  the  average  service  at  the 
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present  time  exceeds  $20  each,  the  exact  cost  depending  on  the 
number  of  meters  installed  at  the  time  and  whether  the  company 
installs  a  meter  itself  or  employs  outside  plumbers  to  do  the 
work.  The  annual  increase  in  costs  for  a  small  company  like 
this  would  approximate  $2.50  per  customer  it  is  believed.  The 
cost  of  pimiping  water,  which  is  the  only  variable  element  to  be 
cared  for  by  metering  the  system,  is  11  or  12  cents  per  thousand 
g^lons,  based  on  the  statistics  put  in  evidence.  It  is  apparent, 
then,  that  the  amount  of  water  which  is  apt  to  be  saved  for  each 
customer  receiving  a  meter  would  have  to  be  very  considerable 
in  order  to  effect  a  saving  equal  to  the  increased  cost  of  $2.50. 
If,  however,  there  are  certain  customers  who  use  quite  a  con- 
siderable amount  of  water,  it  may  be  well  for  the  company  to 
suibmit  a  plan  for  metering  such  customers  on  application  and  to 
provide  a  rate  schedule  with  a  proper  minimum  bill  to  protect  the 
company  while  it  is  in  the  transition  period  from  the  fixed  rate 
schedule  to  the  metered  rate  schedule.  In  this  connection  it 
might  be  well  to  call  attention  to  the  form  of  minimum  bill 
adopted  by  the  Point  Pleasant  Water  Company,  which  is  based 
partly  on  a  fixed  sum  plus  a  percentage  of  the  existing  flat  rate. 
In  this  case  a  metered  schedule  has  been  adopted  by  the  comi>any 
and  the  bill  computed  according  to  that  schedule.  If  the  bill  so 
computed  is  less  than  the  minimum  bill  derived  by  the  company 
by  the  indicated  method,  the  minimtun  bill,  of  course,  is  the  bill 
which  is  sent  to  the  customer. 

The  Board  therefore  finds  and  concludes  that  the  petition  in 
this  matter  will  be  denied. 

Dated  April  8,  1920. 


No.  777. 

Quick  Action  Collection  Company  vs.  New  York  Tele- 
phone Company. 

The  Quick  Action  Collection  Company,  a  subscriber  for  service  furnished 
by  the  New  York  Telephone  Company,  without  the  consent  of  the  company, 
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removed  certain  parts  of  the  telephone  instrument  and  substituted  therefor 
other  equipment  not  owned,  furnished  or  controlled  by  the  telephone  com- 
pany. 

A  rule  of  the  telephone  company  provides  that  "The  telephone  equipment 
apparatus  and  lines  shall  be  carefully  used,  and  no  apparatus  or  appliance  not 
furnished  by  the  company  shall  be  attached  to  or  used  in  connection  there- 
with." 

Held — I.  The  Board  has  power  to  order  the  company  to  render  safe,  ade- 
quate and  proper  service,  but  it  does  not  follow  that  it  has  power  to  order 
the  connection  of  facilities  of  the  company  with  instrumentalities  not  owned 
or  controlled  by  it. 

2.  If  private  ownership  of  any  part  of  the  facilities  of  the  service  were 
permitted,  the  telephone  company  would  to  that  extent  lose  control  over  the 
instrumentalities  of  service,  and  would  encounter  difficulties  in  preventing 
the  attachment  of  harmful  devices  and  appliances. 

3.  The  rule  and  practice  of  the  company  of  insisting  that  equipment  not 
owned  or  controlled  by  it  shall  not  be  connected  with  its  lines  or  instruments 
is  not  unreasonable. 

James  B.  Purher,  for  Petitioner. 

Paul  H,  Burns,  for  New  York  Telephone  Co. 

A  complaint  was  transmitted  to  the  Board  September  22,  1919, 
in  the  following-  letter : 

"PubHc  Utility  Commission, 
Kinney  Building, 

Newark,  N.   J. 

Gentlemen — The  Quick  Action  Collection  Company  for  whom  I  am 
counsel,  has  been  using  a  device  attached  to  its  telephone  which  holds  the 
receiver  to  the  ear,  opening  and  closing  the  circuit  automatically,  so  that 
both  hands  of  the  person  using  the  'phone  are  free  to  be  used  for  reference 
to   or  holding  manuscript,  documents,   etc.,  or  for  making  memoranda. 

The  Telephone  Company  has  ordered  the  removal  of  this  attachment 
on  the  theory  that  it  is  interfering  with  their  service.  The  attachment  has 
been  in  use  for  several  weeks  in  the  office  of  the  Quick  Action  Company, 
and  without  apparent  effect  upon  the  service,  except  to  improve  it. 

I  desire,  in  behalf  of  my  client  to  appeal  to  you  for  a  hearing  in  order 
that  it  may  be  determined  whether  or  not  the  convenience  of  the  subscribers 
shall  be  secondary  to  the  arbitrary  and  unreasonable  demands  of  the  Tele- 
phore   Company. 

Will  you  kindly  arrange  for  a  hearing  as  soon  as  possible  so  that  this 
matter  may  be  determined  in  the  interests  of  the  public  as  well  as  the 
Telephone    Company. 

Very  truly  yours, 

J.   B.  FurbEr." 
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The  answer  of  the  respondent  reads  as  follows : 

Board  of  Public  Utility  Commissioners,  "October  4,   1919. 

State  of  New  Jersey, 

Mr.  A.  N.  Barber,  Secretary, 
Trenton,   New   Jersey. 

Dear  Sir — In  answer  to  your  letter  dated  September  25,  1919,  relative  to 
the  complaint  of  J.  B.  Purber,  Esq..  Union  Building,  Newark,  New  Jersey, 
in  behalf  of  his  client,  the  Quick  Action  Collection  Company,  the  following 
statement   is   submitted: 

In  the  early  part  of  September,  1919,  Mr.  Furber  called  at  this  company's 
Newark  office  and  exhibited  a  telephone  attachment  which  he  desired  this 
company  to  purchase.  The  attachment  required  the  disconnection  from  our 
standard  telephone  instrument  of  our  standard  receiver  and  receiver  hook. 
A  small  iron  bar  was  provided  which  was  to  be  inserted  in  place  of  our 
receiver  hook.  To  this  iron  bar  was  fastened  an  extension  bracket  of  the 
lazy  tongs  type,  at  the  end  of  which  was  attached  a  receiver  similar  in 
appearance  to  this  company's  watch-case  receiver.  The  attachment  is  op- 
erated by  the  extension  of  the  lazy  tongs  bracket  which  completes  the 
circuit  and  the  operation  has  the  same  effect  as  removal  of  our  regular 
receiver   from  the  receiver  hook. 

It  was  explained  to  Mr.  Furber  that  this  company's  head  receivers  which 
are  available  to  subscribers,  in  accordance  with  this  company's  Local  Gen- 
eral Tariffs  on  file  with  your  Honorable  Board,  P.  U.  C,  N.  J.,  No.  i,  Sec- 
tion 27,  Sheet  N^o.  4,  would  accomplish  more  effectively  than  the  attach- 
ment in  question  the  purpose  of  said  attachment  (i.e.  having  both  hands 
free  during  a  telephone  conversation).  This  company's  established  policy 
concerning  telephone  attachments  not  controlled  by  it  was  also  explained 
to  Mr.  Furber,  and  he  was  advised  to  communicate  in  writing  with  this 
company's  General  Manager  if  he  desired  to  carry  the  matter  further. 

Nothing  further  was  heard  regarding  the  matter  until  September  19,  191Q, 
when  another  subscriber  who  occupied  offices  in  the  same  building  with  the 
Quick  Action  Collection  Company  requested  this  company  to  install  one 
of  the  attachments  referred  to  by  Mr.  Furber  which  the  subscriber  claimed 
was  then  being  used  by  the  Quick  Action  Collection  Company.  The  fact 
of  the  Quick  Action  Collection  Company  having  attached  one  of  these  de- 
vices to  our  standard  instrument  was  verified  and  it  was  requested  to  re- 
move the  attachment.  This  it  refused  to  do  and  in  accordance  with  this 
company's  established  routine  we  forwarded  a  letter  formally  requesting 
it   to    discontinue   the   use    of    the    foreign    equipment. 

In  full  recognition  of  the  duty  placed  upon  it  under  the  common  law, 
it  has  always  been  the  aim  of  this  company  to  constantly  provide  an  adequate 
and  uniform  quality  of  service.  In  order  to  accomplish  this  purpose,  this 
company  has  been  compelled  to  adopt  the  policy  of  providing  all  the  equip- 
ment necessary  in  furnishing  service  throughout  its  system,  and  it  has 
|nade  effective  standard  methods  of  constructing,  installing  and  maintaining 
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this  equipment.  Under  this  policy,  by  supervising  and  controlling  the  de- 
sign, installation,  maintenance  and  repair  of  all  switchboard  and  station 
equipment,  it  has  been  possible  for  this  company  to  provide  for  its  sub- 
scribers and  to  keep  constantly  in  a  serviceable  condition  equipment  of  a 
suitable  type,  quality  and  efficiency  for  use  in  the  general  service  system. 
This  supervision  and  control  has  also  served  the  purpose  of  enabling  the 
company  at  all  times  to  provide  for  any  changes  in  equipment  required 
by  the  development  and  introduction  of  new  and  improved  types  of  apparatus 
and  other  causes. 

If  the  subscriber  were  permitted  to  connect  privately  owned  equipment 
with  this  company's  system,  the  company  would  cease  to  have  control  over 
the  type  of  apparatus  used,  and  furthermore,  having  once  allowed  the  use 
of  any  particular  piece  of  privately  owned  apparatus  in  connection  with  its 
system,  it  would  not  be  in  a  position  to  deny  the  subscribers  the  right  of 
attaching  to  its  lines  other  forms  of  non-standard  apparatus  which  would 
seriously  impair  the  efficiency  of  the  service.  For  these  reasons,  all  con- 
tracts for  telephone  service  contain  the  following  clause  prohibiting  a 
subscriber  from  attaching  to  his  telephone  instrument  or  line  any  apparatus 
not  furnished  by  this  company: 

*The    telephone   equipment,   apparatus    and   lines    furnished   here- 
under  shall  be   carefully   used   and   no   apparatus  or  appliance   not 
furnished  by  the  company  shall  be  attached  to  or  used  in  connection 
therewith.* 
This   conception   by   this   company  of   its   duties   under   the  common   law 
is  further  confirmed  by  the  provision  of  the  Public  Utilities  Law   (Chapter 
195,  Laws  of  1911,  Sub.  Div.  in,  i8c),  which  provides  in  part  as  follows: 
*  *  ♦  *  nor  shall  any  public  utility  as  herein  defined  provide  or 
maintain  any  service  that  is  unsafe,  improper  or  inadequate*  *  *  '. 
With  this  duty  placed  upon  the  telephone  company,  ownership  and  con- 
trol  of    the   instrumentalities    over    which    service   is    furnished    becomes   a 
matter   of    absolute   necessity   to    the   company.      That   the    control   by   the 
telephone  company  of  the  facilities  and  instrumentalities  used  in  furnishing 
service  is  necessary  for  the  rendering  of  an  adequate  and  efficient  service 
was  recognized  by  the  Public  Service  Commission  for  the  Second  District, 
State  of  New  York,  in  the  decision  rendered  on  September  i6,  1914,  in  the 
matter  of  the  State  Agricultural  and  Industrial  School  v.  New  York   lele- 
phone    Company,    in    which    it   is    stated    in    part: 

'The  individual  subscriber  is  not  the  only  one  interested  in  his 
telephone  equipment.  Every  subscriber  is  interested  in  the  entire 
service,  including  the  equipment  of  every  other  subscriber  with 
whom  he  has  occasion  to  communicate.  The  best  equipment  at  one 
station  is  of  no  avail  if  communication  is  prevented  by  defective 
equipment  at  the  other  end  of  the  line.  All  telephone  users,  which 
means  practically  the  entire  public,  are  concerned  with  the  efficiency 
of  the  telephone  service  as  a  whole.  The  public  has  a  right  to 
generally  efficient  telephone  service  and  it  has  a  right  to  look  to 
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the  telephone  company  for  such  service  and  to  hold  it  responsible 
therefor.      Generally   efficient   telephone   service   would,   we   believe, 
be    impossible    if    subscribers    generally    owned    their    own    station 
equipment,  buying  such  as  they  saw  fit  and  maintaining  it  as  best 
they  could.* 
The  proper  and  uniform  development  of  the  instrumentalities  of  service 
require  an  inflexible  application  of  the  regulation  prohibiting  the  attachment 
of  privately  owned  applicances  to  the  lines  or  instruments  of  this  company. 
The  question  of  the  efficiency  or  inefficiency  of  any  particular  piece  of  ap- 
paratus can  in  no  wise  be  permitted  to  aflfect  the  rigid  enforcement  of  this 
rule.     The  propriety  of  the  adoption  of  any  particular  type  of  equipment 
IS  highly  technical  and  is  a  matter,  the  determination  of  which  must  rest 
with    specially    trained    telephone    engineers    for,    among    other    things,    the 
necessary  laboratory  tests,  practical  experiments,  and  a  thorough  considera- 
tion of  the  adaptability  of  the  appliance  to  local  and  long  distance  telephone 
iservice. 

This  company,  therefore,  in  the  interests  of  its  subscribers  and  for  the 
promotion  of  the  efficiency  of  the  system,  will  discontinue  the  service  of  the 
Quick  Action  Collection  Company,  in  accordance  with  the  terms  of  fts 
contract,  unless  the  objectionable  apparatus  is  promptly  removed  from  its 
instrumentalities. 

This  company  respectfully  submits  that  its  practice  in  insisting  upon  the 
removal  of  equipment  not  owned  or  controlled  by  it  is  in  all  respects  just, 
fair  and  reasonable  and  necessary  to  insure  the  continuance  of  the  steady 
progress  that  is  constantly  being  made  in   the  telephone  art. 

For  the  further  information  of  your  Honorable  Board,  there  are  en- 
closed two  (2)  copies  of  an  illustration  showing  a  few  of  the  many  foreign 
appliances  which  have  actually  been  attached  to  the  instruments  of  this  com- 
pany by  its  subscribers,  and  which  this  company  has  removed. 

Yours    very    truly, 

J.  L.  SwAYZE,  General  Counsel." 

The  matter  was  set  down  for  hearing  in  Newark  and  a  great 
deal  of  testimony  was  taken  during  the  months  of  December, 
1919,  and  January,  1920. 

The  Quick  Action  Collection  Company,  a  subscriber  for  serv- 
ice furnished  by  the  New  York  Telephone  Company,  has,  with- 
out the  consent  of  the  telephone  company,  removed  certain  parts 
of  the  telephone  instrument  supplied  it  by  the  telephone  com- 
pany, and  substituted  therefor  other  equipment  not  owned,  fur- 
nished or  controlled  by  the  telephone  company.  The  parts 
removed  are  the  receiver  hook  and  the  receiver.  There  is  sub- 
stituted in  place  of  the  receiver  hook  an  iron  bar  to  which  was 
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attached  a  device  known  as  a  **lazy  tongs,"  which  by  opening-  and 
closing  operates  a  switch  normally  operated  by  the  receiver  hook. 

The  device  used  by  the  Quick  Action  Collection  Company  was 
invented  by  a  Mr.  Pick  and  patented  in  July,  1919.  Subse- 
quently Mr.  Nathan  Pallant  purchased  the  patent  and  is  the 
owner  of  it. 

When  the  telephone  company  verified  the  fact  that  one  of 
these  devices  had  been  attached  to  its  standard  equipment  it  re- 
quested the  removal  of  the  attachment ;  when  it  was  not  removed 
by  the  complainant  the  telephone  company  threatened  to  discon- 
tinue the  service. 

The  telephone  company  has  adopted  as  one  of  its  rules  and 
regulations  that: 

"The  telephone  equipment,  apparatus  and  lines  fur- 
nished shall  be  carefully  used  and  no  apparatus  or  ap- 
pliance not  furnished  by  the  company  shall  be  attached 
to  or  used  in  connection  therewith." 

It  contends  that  the  said  regulation  is  in  the  public  interest 
and  is  just  and  reasonable.  It  further  contends  that  the  connect- 
ing of  any  foreign  instruments,  such  as  here  in  evidence,  would 
increase  the  cost  of  maintenance  and  impair  the  service,  and 
that  it  is  contrar}^  to  the  terms  of  the  contract  between  the  parties 
under  which  the  telephone  service  is  performed.  An  inspection 
of  the  said  contract  shows  that  the  regulation  just  quoted  is 
incorporated  ^s  part  thereof. 

The  reasonableness  of  the  rule  attacked  has  been  frequently 
before  the  courts  and  commissions  of  different  states  and  it  has 
been  uniformly  held  reasonable.  It  is  a  well  settled  rule  of  law 
that  every  public  utility  has  the  right  to  make  and  enforce  reason- 
able rules  and  regulations  with  which  its  patrons  may  be  required 
to  conform.  This  principle  was  enunciated  by  this  Bo^rd  in 
Bradley  Beach  v.  Monmouth  County  Water  Company,  5,  Bd. 
P.  U.  C,  N.  J.  Rep.,  26,  39;  in  a  case  involving  an  attack  on  the 
rules  and  regulations  and  practices  of  the  water  company,  as 
follows : 
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**That  public  service  corporations  have  the  right,  for 
their  own  protection  and  for  the  protection  of  the  public 
interest,  to  make  all  needful  rules  and  regulations  for 
the  safety  and  efficiency  of  the  service  and  the  con- 
venience of  the  public,  and  the  consumer  may  be  re- 
quired to  promise  conformity  thereto,  is  well  settled 
law.'' 
The  Board  has  power  to  order  the  company  to  render  safe, 
adequate  and  proper  service,  but  it  does  not  follow  that  it  has 
power  to  order  the  connection  of  facilities  of  the  company  with 
instrumentalities  not  owned  or  controlled  by  it.     If  the  Board 
has  not  the  power  to  order  the  connection  of  such   facilities, 
it  would  not  have  the  power  to  restrain  the  telephone  company 
from  enforcing  its  regulation  of  discontinuing  the  service  where 
the  user  insisted  upon  attaching  foreign  devices  to  any  of  its 
standard  instruments. 

The  interest  of  the  users  of  the  service  and  of  the  respondent 
are  mutual  in  that  under  the  regulatory  power  of  the  Board  only 
reasonable  rates  may  be  charged,  and  anything  that  tends  to 
reasonable  economy  in  the  conduct  of  the  business  is  of  advantage 
to  all  its  patrons.  Any  unnecessary  and  avoidable  costs  of  opera- 
tion must  necessarily  be  reflected  in  the  rates  to  the  users  of  the 
service.  If  private  ownership  of  any  part  of  the  facilities  of  the 
service  were  permitted,  the  telephone  company  would  to  that 
extent  lose  control  over  the  instrumentalities  of  service  and 
would  encounter  difficulties  in  preventing  the  attachment  of  harm- 
ful devices  and  appliances. 

It  is  clear  that  no  part  of  the  equipment  on  the  subscribers' 
premises  can  be  treated  as  an  isolated  unity ;  it  is  a  co-ordinated 
factor  and  must  be  treated  as  such. 

The  Legislature  has  not  made  it  the  duty  of  the  Board  to  de- 
termine what  appliances  should  be  used ;  nor  to  inspect  and  ap- 
prove an  endless  variety  of  equipment. 

It  is  probably  true  that  in  some  instances  subscribers  could 
obtain  equipment  of  a  type  and  quality  which  would  operate 


Digitized  by 


Google 


Board  of  Public  Utility  Commissionh;rs.  59 

West  Monmouth  Water  Co. — Securities. 

satisfactorily  in  connection  with  the  telephone  company's  system, 
but  if  an  attempt  were  made  to  allow  exceptions  to  the  regulation 
under  discussion,  it  would  be  difficult,  if  not  impossible,  to  draw 
a  distinction  between  units  of  equipment  owned  by  the  subscribers 
which  might  be  serviceable  in  connection  with  its  system  and 
those  which  could  not  satisfactorily  be  used. 

The  Board  concludes  that  the  rule  and  practice  of  the  com- 
pany of  insisting  that  equipment  not  owned  or  controlled  by  it 
shall  not  be  connected  with  its  lines  or  instruments  is  not  unrea- 
sonable, and  the  complaint  will  be  dismissed. 

Dated  April  13,  1920. 


No.  778. 

In  the  Matter  of  the  Application  of  the  West  Monmouth 
Water  Company  for  the  Approval  of  the  Issue  of 
$5,000  Capital  Stock  and  $5,600  First  Mortgage 
Bonds. 

William  J.  Lansley,  for  the  Petitioner. 

Under  date  of  March  16,  1920,  a  petition  was  filed  by  the 
West  Monmouth  Water  Company  for  the  Board's  approval  of 
the  issuance  of  $5,600  par  value  of  its  first  mortgage  bonds  and 
$5,000  par  value  of  its  capital  stock,  and  on  March  30,  1920, 
a  hearing  in  the  matter  was  held  at  Trenton. 

All  of  the  $5,600  bonds  and  $3,800  of  the  capital  stock  are 
proposed  to  be  issued  for  the  purpose  of  making  additions  and 
improvements  to  the  company's  plant  and  equipment  as  set 
forth  in  schedules  A  and  B  of  the  application.  These  estimates 
have  all  been  checked  up  by  the  Board's  engineers  and  are  found 
to  be  reasonably  correct. 

With  the  proceeds  from  the  remaining  $1,200  of  the  pro- 
posed issue  of  stock  the  company  desires  to  pay  off  a  six  per 
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cent,  note  representing  deficits  from  operation  during  the  years 
1 918  and  19 19,  which  it  proposes  to  amortize  within  the  next 
five  years.  Whether  or  not  the  $1,200  stock  is  to  be  retired 
at  the  same  time  does  not  appear  from  the  record.  The  purpose 
for  which  this  stock  is  to  be  issued  clearly  does  not  constitute 
a  capital  expenditure,  and  for  the  latter  only  is  the  Board's 
approval  given  to  the  issuance  of  securities. 

For  the  reason  above  indicated  the  Board  will  withhold  its 
approval  of  the  issuance  of  $1,200  capital  stock,  but  will  ap- 
prove the  issue  of  the  remaining  $3,800  stock  and  the  $5,600 
par  value  of  bonds. 

A  certificate  will  so  issue. 

Dated  April  15,  1920. 


No.  779. 

In  the  Matter  of  the  Application  of  the  Egg  Harbor  City 
Telephone  Company  for  Increased  Rates. 

1.  The  E^g  Harbor  City  Telephone  Company,  operating  in  Egg  Harbor 
City  and  vicinity,  submitted  a  new  schedule  of  rates  providing  for  increases 
in  party  line  and  direct  line  service  of  75  cents  per  month;  the  new  rates  to 
be  $2.00  per  month  for  party  line  and  $3.00  per  month  for  direct  line  service. 

2.  In  1918  the  company  earned  but  4.9  per  cent,  on  the  amount  assumed  as 
plant  investment  for  that  year.  In  1919  there  was  an  actual  operating  deficit, 
after  charging  up  an  allowance  for  depreciation  at  the  rate  of  5  per  cent,  per 
annum. 

3.  An  increase  for  each  telephone  of  $6.00  per  year  is  held  to  be  sufficient 
to  enable  the  company  to  maintain  its  property  in  good  order,  lay  aside  the 
requisite  amount  for  depreciation  at  the  rate  of  5  per  cent,  per  annum  and 
pay  a  dividend  of  6  per  cent,  on  capital  stock  and  interest  on  notes  out- 
standing. 

4.  It  appearing  that  a  limited  night  service  is  reasonably  required,  the 
Board  will  permit  the  filing  of  a  schedule  of  rates  of  $21  per  annum  for  party 
line  and  ^^^  per  annum  for  direct  line  service  upon  the  company's  agreeing 
to  aiTord  such  service. 
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Otto  Boysen,  for  the  Petitioner. 
A,  C.  Go  Her,  Mayor,  for  Egg  Harbor  City. 

On  January  31,  1920,  the  Egg  Harbor  City  Telephone  Com- 
pany submitted  to  the  Board  a  proposed  new  schedule  of  rates 
for  service  furnished  in  Egg  Harbor  City  and  vicinity. 

The  Egg  Harbor  City  Telephone  Company  furnishes  the  only 
telephone  service  available  in  Egg  Harbor  City  and  the  vicinity. 
It  was  originally  organized  as  an  independent  company  and  con- 
nected with  the  competitors  of  the  Bell  System.  Up  to  about 
three  years  ago,  the  Bell  Company  operated  in  Egg  Harbor  City 
a  small  switchboard  with  a  very  limited  number  of  telephones, 
but  within  the  past  few  years  the  Bell  switchboard  has  been  re- 
moved and  both  the  Bell  trunk  lines  and  the  trunk  lines  of  the 
Camden  and  Atlantic  Telephone  Company  (which  connects  with 
the  independent  system)  are  connected  to  the  switchboard  of  the 
Egg  Harbor  City  Telephone  Company. 

The  present  rates  are  as  follows : 

For  party  line  service  $1.25  per  month. 

For  direct  line  service  2.25  per  month. 


The  proposed  rates  are  as  follows : 


For  party  line  service   $2.00  per  month. 

For  direct  line  service  3.00  per  month. 

Unlimited  service  is  now  supplied,  and  such  would  also  be  the 
case  under  the  new  schedule  of  rates. 

The  matter  was  heard  by  the  Board  on  March  2,  1920,  at 
which  time  the  company  testified  as  to  revenues  and  expenses 
and  to  the  increases  which  had  taken  place  in  the  cost  of  mainte- 
nance and  operation.  The  mayor  of  Egg  Harbor  City  repre- 
sented the  city  and  opposed  the  increase  in  rates  if  the  increased 
rates  were  to  be  based  upon  the  same  character  of  service  now 
being  furnished. 
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VALUE  OF  PROPERTY. 

The  company  submitted  testimony  to  the  effect  that  the  prop- 
erty had  been  appraised  by  it  and  a  valuation  of  $8,694  arrived 
at,  this  having  been  made  by  the  Secretary  of  the  company. 

The  capital  stock  of  the  company  is  $7,800,  in  addition  to 
which  the  company  has  outstanding  two  promissory  notes  aggre- 
gating $1,500.  It  was  testified  that  these  notes  had  been  issued 
for  funds  which  were  partly  used  for  new  construction  and  partly 
for  maintenance.    There  are  no  bonds  outstanding. 

The  appraisal  of  the  property  made  by  the  secretary  of  the 
company  indicates  that  the  cost  to  reproduce  the  property  new  is 
$12,515.37.  Depreciation  is  estimated  at  $3,821.10,  leaving  the 
amount  of  $8,694.27  as  the  present  value  of  the  property.  The 
difference  between  the  outstanding  capitalization  plus  the  notes 
outstanding  and  the  total  cost  to  reproduce  the  property  new  has 
been  carried  as  a  surplus,  and  is  stated  as  amounting  to  $5,167. 
The  appraisal  made  by  the  secretary  of  the  company,  which  has 
been  carefully  checked  by  the  Board's  engineers,  shows  that  the 
greater  bulk  of  this  surplus  ought  to  be  carried  as  the  depreciation 
reserve  and  not  referred  to  as  surplus.  The  so-called  surplus 
exceeds  the  amount  of  accrued  depreciation  so  that  although  the 
company  has  not  kept  a  depreciation  account  under  that  name, 
additions  have  been  made  to  the  plant  of  the  company  in  just 
about  the  requisite  amount  to  make  up  the  accruing  depreciation. 
Of  the  notes  outstanding  amounting  to  $1,500,  it  is  certain  that  at 
least  two-thirds  of  these  funds  were  expended  for  proper  addi- 
tions to  capital  account,  and  this  added  to  the  capital  stock  of 
$7,800  gives  an  amount  of  $8,800,  which  for  the  purpose  of  this 
report,  will  be  taken  as  the  basis  upon  which  rates  may  be  com- 
puted. 

EARNINGS   AND   EXPENSES. 

The  company  has  paid  dividends  of  six  per  cent,  on  the  capital 
stock  in   1914,   1915,   1916,   1917  and   1918.     In  1918  it  was 
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testified  that  the  amount  available  for  the  payment  of  dividends 
was  just  sufficient  to  enable  it  to  pay  the  customary  six  per  cent, 
dividend.  In  1919  no  dividend  was  paid,  and  it  was  testified  that 
the  deficit  amounted  to  $1,341  for  the  year. 

Table  I,  following,  gives  the  financial  results  for  the  last  five 
years. 

191 5.       1916.       19 17.       19 18.       19 19.       Total 

Operating  Revenues   $4,296     $4,763     $4,810     $5,324     $5743     $24,936 

Operating  Expenses   2,592       2,103       3,020       4,168       5,940       17,823 

Depreciation  @  5  % 598         617  598  583  553         2,949 

Total  Deductions $3,I90     $2,720     $3,618     $4,751     $6,493     $20,772 

Net  Revenue  $1,106  $2,043  $1,192  $573  $750*  $4,164 

%  Net  is  of  Gross 25.7  42.9  24.7  10.8     16.7 

Plant  Investment  ii,953  12,333  11,951  11,652  11,070  58,959 

Rate  of  Return   9.3%  16.6%  10.0%  4.9%     7.1% 

*  Loss. 

This  has  been  prepared  by  the  Board's  Statistician  from  the 
data  nibmirted  at  the  hearing  and  from  the  annual  reports.  It 
will  be  noted  that  in  191 8  the  amount  actually  earned  was  but  4.9 
per  cent,  on  the  amount  assumed  as  plant  investment  for  that 
year.  In  1919  there  was  an  actual  operating  deficit  of  $750,  after, 
however,  charging  up  an  allowance  for  depreciation  at  the  rate  of 
five  per  cent,  per  annum.  The  average  for  the  five  years  shows 
an  earning  of  a  little  over  seven  per  cent.,  but  the  operations  of  the 
earlier  years  can  hardly  be  depended  upon  at  this  time  to  make 
up  actual  deficits  in  operation. 

The  evidence  indicates  that  the  operating  expenses  for  the  year 
1920  will  be  practically  the  same  as  those  for  191 9,  and  it  there- 
fore becomes  necessary  to  enable  the  company  to  function  to  make 
up  the  difference  between  the  operations  for  the  year  191 8  and 
those  for  the  year  1919.  This  will  require  approximately  $1,300, 
and  will  involve  an  increase  for  each  telephone  of  about  $6  per 
year.  This  will  be  sufficient  to  enable  the  company  to  maintain 
its  property  in  good  order  and  to  lay  aside  the  requisite  amount 
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for  depreciation  at  the  rate  of  five  per  cent,  per  annum  and  to  pay 
the  customary  dividend  of  six  per  cent,  on  the  capital  stock  and 
interest  on  the  notes  outstanding". 

CHARACTER  OF  SERVICE. 

The  Mayor  of  the  City,  referring  to  the  company's  application, 
stated  that  the  people  of  Egg  Harbor  City  were  opposed  to  any 
increase  in  rates  to  be  charged  imless  improvements  were  made 
in  the  character  of  the  service.  There  were  three  principal  items 
of  insufficiency  referred  to: 

1.  In  obtaining  long  distance  connections  it  was  necessary  for 
the  switchboard  operator  to  call  the  switchboard  at  Hammohton 
or  the  one  at  Pleasantville  and  the  long  distance  trunk  lines  would 
be  cut  into  service  through  one  or  the  other  of  the  two  boards 
referred  to.  On  cross-examination  the  mayor  stated  that  in  this 
respect  the  service  at  the  present  time  was  exactly  as  it  had  been 
for  a  considerable  period  in  the  past,  and.  based  upon  the  char- 
acter of  the  service  previously  rendered,  could  not  be  considered 
to  be  inadequate.  The  mayor  went  on  to  state,  however,  that  in 
his  opinion  the  town  had  grown  in  importance  and  was  now  en- 
titled to  a  more  direct  trunk  line  service,  especially  as  the  trunks 
passed  directly  through  Egg  Harbor  City  on  the  way  from  Cam- 
den to  Atlantic  City. 

As  this  report  deals  with  earnings  and  expenses  for  the  period 
covering  the  past,  no  attempt  will  be  made  to  base  new  rates  upon 
a  character  of  service  not  now  available.  It  is  suggested,  how- 
ever, that  negotiations  with  the  Delaware  and  Atlantic  Telegraph 
and  Telephone  Company  might  result  in  a  rearrangement  of  this 
service  so  as  to  get  more  direct  long  distance  connections. 

2.  The  second  item  of  claimed  inadequacy  was  based  upon  the 
statement  that  when  interruptions  occurred  on  some  of  the  long 
country  lines  operated  by  this  company,  unnecessary  delay  re- 
sulted before  the  lines  would  be  re-established.  In  this  connection 
it  was  testified  that  some  lines  were  from  nine  to  fourteen  miles 
in  length  and  in  one  direction,  viz.,  toward  Port  Republic,  the  lines 
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had  been  interfered  with  by  persons  who  had  maliciously  torn 
down  and  actually  removed  whole  sections  of  line  wire. 

Ever}^  step  should  be  taken  by  the  company  to  maintain  its 
service  at  the  highest  point  of  efficiency  possible  in  territory  of 
this  kind  and  when  breaks  occur  due  to  storms,  lines  should  be 
restored  as  promptly  as  circumstances  will  permit. 

3.  The  third  condition  of  insufficient  or  inadequate  service  re- 
ferred to  the  failure  to  have  twenty-four-hour  service.  It  was 
variously  stated  by  witnesses  that  telephone  service  was  available 
up  to  10  p.  M.  at  night,  and  at  the  courtesy  of  someone  living  in 
the  building  where  the  switchboard  was  located,  service  was  fre- 
quently available  as  late  as  12  p.  m.  The  mayor  of  the  city  stated 
that  twenty-four-hour  service  was  desirable  and  practically  neces- 
sary for  the  proper  carrying  on  of  the  affairs  of  the  town. 

The  Board  has  had  before  it  recently  somewhat  similar  condi- 
tions in  other  parts  of  the  State,  and  is  aware  that  to  establish 
regular  twenty-four-hour  service  would  involve  a  considerable  ex- 
pense to  obtain  satisfactory  operators  who  would  make  it  possible 
to  provide  an  absolutely  continuous  twenty-four-hour  service. 
The  Board  is  of  the  opinion  that  in  case  of  real  emergencies  such 
as  a  need  for  a  doctor,  a  serious  fire  or  other  accident  or  emer- 
gency where  telephone  service  is  almost  imperative,  that  steps 
should  be  taken  to  make  such  service  possible.  In  at  least  one 
other  place  in  the  state  one  of  the  operators  sleeps  regularly  in 
the  room  where  the  switchboard  is  located  and  the  switchboard  is 
provided  with  a  loud  ringing  bell  so  arranged  as  to  awaken  the 
operator  in  case  of  an  emergency  call.  The  Board  is  of  the  opin- 
ion that  such  an  arrangement  should  be  provided  in  the  present 
case,  to  be  available,  however,  only  in  case  as  stated  above  of  a 
real  emergency,  such  as  calling  a  doctor,  a  serious  fire  or  an  acci- 
dent of  such  character  as  to  involve  a  call  for  help. 

The  Board  will  permit  a  new  schedule  of  rates  to  be  filed  some- 
what increasing  the  present  rates,  providing  the  company  will  first 
submit  to  the  Board  a  statement  showing  its  willingness  to  estab- 
lish the  character  of  all  night  service  referred  to  above.     The 

6 

Digitized  by  VjOOQIC 


66  Board  of  Public  Utiuty  Commissioni^rs. 


Hackensack  Water  Co. — Service. 


switchboard  should  be  regularly  operated  up  to  lo  p.  m.  without 
question,  and  between  lo  p.  m.  and  7  a.  m.  emergency  service 
should  be  made  available,  as  stated  above. 
The  Board  therefore  finds  and  determines : 

1.  That  the  petition  will  be  dismissed. 

2.  That,  upon  the  filing  with  the  Board  by  the  company  of  a 
statement  showing  its  willingness  and  intention  to  establish  a 
twenty-four-hour  service  of  a  character  described  above,  the 
Board  will  permit  the  company  to  file  a  schedule  of  rates  as  fol- 
lows: 

Party   line   service .* $21.00  per  annum 

Direct    line    service 33.00  per  annum 

The  Board  recomtnends  that  the  company  institute  negotiations 
by  which  a  more  direct  method  may  be  made  available  for  obtain- 
ing trunk  line  service. 

Dated  April  15,  1920. 


No.  780. 

Hackensack  Water  Company  In  Re  Resettlement  of  the 
Board's  Order  In  Re  Service. 

W.  M.  Wherry  and  H,  L.  Deforest,  for  the  Company. 

Guy  L.  Fake,  for  Rutherford. 

G.  C.  Felter,  for  Bogota. 

Rudolph  Schzijeiser,  for  Ridgefield  Park. 

On  May  16,  19 17,  the  Board  adopted  an  order  "In  the  Matter 
of  the  Investigation  of  the  Service  Afforded  by  the  Hackensack 
Water  Company."  In  this  order  the  Hackensack  Water  Com- 
pany was  required  to  construct  and  operate  its  plant  and  system 
in  such  a  manner  as  to  provide  certain  quantities  of  water  under 
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certain  pressures  in  the  various  parts  of  its  territory.  The  com- 
pany was  also  to  file  with  the  Board  information  as  to  individual 
customers  who  were  not  then  served  under  sufficient  pressure 
and  a  list  of  localities  where  the  fire  pressures  and  quantities 
were  ^'measurably  short"  of  the  requirements  set  forth  in  the 
order. 

On  July  6,  191 7,  the  Hackensack  Water  Company  requested 
a  resettlement  of  the  order  entered  on  May  i6th  with  regard  to 
the  requirements  for  Edgewater  and  the  upper  portions  of 
Rutherford,  Ridgefield  Park  and  Bogota.  In  the  application  for 
resettlement  the  company  asked  relief  from  the  provision  requir- 
ing sixty  pounds  pressure  in  the  areas  referred  to. 

The  conditions  existing  in  the  territories  referred  to  were 
investigated  by  an  inspector  of  the  Board  in  Edgewater  on  Sep- 
tember 8,  1 91 7,  in  Bogota  on  September  17,  191 7,  in  Ridgefield 
Park  on  September  24,  1917,  and  in  Rutherford  on  September 
27,  191 7.  In  each  case  the  inspector  recommended  certain  specific 
improvements.  The  entire  matter  was  taken  up  for  considera- 
tion by  the  Board  on  November  14th  and  21st.  At  the  hearing 
it  developed  that  owing  to  street  grades  and  configuration  of 
the  territory  the  exact  recommendations  made  by  the  inspectors 
could  not  be  carried  out  in  all  cases  and  in  some  instances  it 
appeared  that  the  municipalities  themselves  did  not  consider 
them  necessary. 

Taking  up  the  four  municipalities  separately: 

Recommendations  for  Edgewater  were  seven  in  number,  as 
follows : 

Vreeland  Terrace  extension  has  been  installed. 

Russell  Avenue  to  River  Road  has  been  installed. 

Undercliflf  Avenue  to  Stirling  Place  has  been  installed. 

Undercliflf  Avenue  to  Valley  Place  will  be  completed  in  a  short 
time  as  the  town  is  now  cutting  through  the  remaining  portion 
of  the  street. 

Mountain  Avenue,  from  Valley  Place  to  the  dead  end  has 
not  been  completed  due  to  the  delay  in  the  construction  of  the 
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road.  This  road  construction  is  now  under  way  and  the  main 
will  be  installed  in  connection  with  the  road  construction. 

Beverly  Place  from  Valley  Place  to  the  dead  end:  this  con- 
nection is  not  now  necessary  on  account  of  other  changes  that 
have  been  or  will  be  made  in  the  neighborhood. 

River  Road  at  the  Fort  Lee  Line :  the  present  gap  at  this  point 
will  be  closed  and  the  service  from  the  higher  level  continued 
southward  so  as  to  supply  the  last  three  hydrants  from  the  high 
pressure  service. 

In  view  of  the  fact  that  Edgewater  is  provided  with  most 
adequate  fire  fighting  equipment  and  in  view  of  the  further  fact 
that  the  pressures  seldom  fall  measurably  below  those  called  for 
in  the  order,  the  changes  already  made  and  those  about  to  be 
made  will  be  considered  as  satisfying  the  conditions  specified  by 
the  Board. 

Recommendations  for  Bogota.  All  recommendations  called  for 
in  the  inspector's  report  of  September  17,  1917,  have  been  com- 
plied with.  In  addition,  other  extensions  and  changes  have  been 
made  as  the  territory  is  growing  very  rapidly.  In  view  of  the 
above,  no  changes  need  be  made  in  the  Board's  original  order  as 
the  pressures  and  quantities  available  do  not  fall  measurably 
short  of  those  specified  in  the  order. 

Recommendations  for  Ridgefield  Park,  contained  in  the  in- 
spector's report  of  September  24,  1917: 

Gibson  Avenue  from  Gordon  Street  to  Highland  Place  has 
been  completed. 

Gibson  Avenue  from  Arthur  Street  to  dead  end  has  been 
completed. 

In  place  of  the  line  recommended  in  Hazelton  Street,  a  line 
has  been  run  through  Highland  Avenue.  This  materially  im- 
proves the  circulation. 

Other  recommendations  for  connections  in  Hackensack 
Avenue,  Lincoln  Avenue,  Union  Place  and  Cutler  Street  have 
not  been  completed,  as  other  extensions  have  changed  the  con- 
ditions to  some  extent  and  in  addition,  the  Chief  of  the  Fire 
Department  testified  at  the  hearing  on  November  ^i,  191 7,  that 
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the  authorities  of  the  town  were  entirely  satisfied  with  the  exist- 
ing conditions  with  regard  to  pressure  and  quantities  available 
for  fire  protection  purposes. 

Fairview  Avenue,  referred  to  in  the  recommendations  for 
Ridgefield  Park,  is  in  Bogota  and  the  recommendation  for 
Fairview  Avenue  has  been  completely  carried  out. 

Recommendations  for  Rutherford,  contained  in  the  inspector's 
report  of  September  27,  1917: 

No  specific  recommendations  as  to  extensions  were  made  in 
this  report.  At  the  time  that  the  Board's  order  was  issued  the 
company  contemplated  the  installation  of  a  new  line  from  New 
Mil  ford  to  Carlstadt,  twenty-four  inches  in  size.  This  has  been 
completed  and  has  materially  improved  the  transmission  facili- 
ties from  New  Milford  to  Rutherford.  A  gauge  in  the  office 
of  the  Chief  of  Police  shows  a  pressure  of  sixty  pounds  in  the 
central  portion  of  the  Town  and  although  the  pressure  is  some- 
what lower  on  the  higher  elevations  of  Rutherford,  the  quanti- 
ties available  are  entirely  adequate  for  proper  fire  protection, 
that  is  so  far  as  the  size  of  the  various  mains  is  concerned.  On 
the  other  hand,  the  number  of  hydrants  installed  is  entirely 
inadequate  and  because  of  the  long  lines  of  hose  which  would 
be  required  to  reach  a  fire,  the  quantity  of  water  and  pressures 
available  would  be  very  much  reduced  below  what  they  should 
be.  It  is  imperative  that  additional  hydrants  be  installed  as 
promptly  as  possible  and  the  municipalities,  particularly  Ridge- 
field Park,  Rutherford  and  Englewood,  should  install  a  sufficient 
number  of  hydrants  so  that  lines  of  hose  need  not  be  used  except 
in  extreme  cases. which  would  exceed  three  hundred  feet  in  length. 

The  Board's  order  of  May,  191 7,  anticipated  that  material 
changes  and  additions  would  be  made  from  time  to  time.  The 
principal  items  which  have  been  constructed  or  are  now  under 
way  are  as  follows : 

(i.)  A  twenty-four-inch  line  has  been  constructed  the  entire 
distance  from  New  Milford  to  Carlstadt,  together  with  changes 
in  the  valve  connections  in  Carlstadt  which  serve  to  improve  the 
supply  to  Rutherford. 
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(2.)  The  thirty-inch  so-called  Alpine  main  has  been  com- 
pleted from  New  Milford  eastward  as  far  as  Dumont.  The  ex- 
tension of  this  is  now  under  way  and  will  be  completed  to  the 
top  of  the  Palisades  and  southward  to  Englewood  Cliffs  by  the 
spring  of  1921.  The  pipe  is  now  on  the  ground  and  the  installa- 
tion is  already  under  way. 

(3.)  Two  seven  and  a  half  M.  G.  D.  high  pressure  service 
pumps  have  been  ordered.  These  are  to  be  ready  for  operation 
by  June,  1921,  and  will  be  used  in  the  operation  of  the  Alpine 
high  service  system. 

(4.)  A  sixteen-inch  line  has  been  installed  from  Reservoir 
No.  3  at  Fairview  westward  to  Ridgefield  and  northward  to 
Palisades  Park,  placing  a  large  part  of  Ridgefield  and  Palisades 
Park  in  the  Weehawken  high  service  district. 

(5.)  Numerous  dead  ends  have  been  eliminated  and  many  rein- 
forcement connections  have  been  made.  The  result  of  this  is  to 
materially  improve  the  circulation  and  in  this  way  prevent  stag- 
nation in  dead  ends,  and  the  value  of  the  net  work  for  transmis- 
sion purposes  in  various  localities  has  been  materially  improved. 

(6.)  A  new  five  hundred  horse-power  boiler  and  a  new  stack 
have  been  installed  at  the  pumping  plant  at  New  Milford. 

The  Board's  order  of  May,  191 7,  required  the  company  to 
remove  the  combustible  wood  floor  in  the  pumping  station.  This 
has  not  been  completed,  but  a  large  part  of  this  work  will  be 
done  in  connection  with  the  installation  of  the  two  new  pumps 
to  be  installed  in  connection  with  the  Alpine  system. 

The  order  also  required  the  removal  of  wood  closets  from  the 
boiler  rooms.     This  has  been  almost  entirely  completed. 

The  Board's  order  also  called  for  the  installation  of  automatic 
non-return  valves  in  the  boiler  plant.  Such  valves  have  been 
installed  in  connection  with  the  new  boilers,  but  it  was  found 
that  the  installation  of  them  in  connection  with  the  old  boilers 
would  require  a  very  considerable  reconstruction  of  the  plant, 
involving  a  temporary  complete  shutdown,  and  as  neither  the 
State  law  nor  the  A.  S.  M.  E.  Boiler  Code  call  for  such  valves, 
the  company  has  not  up  to  this  time  done  anything  further 
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toward  their  installation  in  connection  with  the  old  boilers.  An- 
other reason  for  the  delay  was  due  to  the  war-time  conditions 
and  in  view  of  the  installation  of  the  new  boilers  with  such 
valves  it  does  not  appear  necessary  to  insist  that  the  piping  con- 
nected with  the  old  boilers  be  reconstructed. 

The  Board's  order  of  May,  19 17,  called  for  the  filing  by  the 
company  of  a  list  of  customers  then  being  inadequately  served. 
Such  a  list  was  filed  under  date  of  March  22^  1918,  and  the  ex- 
tensions and  improvements  which  have  been  made  have  resulted 
in  the  elimination  of  all  inadequate  service,  at  least  so  far  as 
the  supply  to  customers  referred  to  was  concerned. 

The  Board  therefore  finds  and  determines,  in  view  of  the 
additions  and  improvements,  extensions  and  cross  connection, 
and  improved  pressures  and  materially  increased  transmission 
capacity,  and  in  view  of  the  fact  that  some  areas  are  now  supH 
plied  from  high  pressure  services  where  they  were  formerly 
supplied  at  low  pressures,  that  the  Board's  order  is,  for  all 
practical  purposes,  being  complied  with  and  that  it  is  not  neces- 
sary to  modify  the  terms  of  the  order  of  May  16,  19 17,  in  the 
way  requested  by  the  company  in  its  application  of  July  6,  19 17. 

The  application  will  be  dismissed. 

Dated  April  15,  1920. 


No.  781. 

In  TiiFv  Matter  of  the  Application  of  the  Hanover  Sewer 
Company  for  Approval  of  an  Issue  of  Stock. 

1.  Approval  is  asked  of  the  issuance  of  stock  in  the  par  value  of  $25,000 
by  the  Hanover  Sewer  Company,  purchaser  at  receiver's  sale  of  the  prop- 
erty of  the  Wrightstown  Sewerage  Company. 

The  property  was  sold  for  $9,000  free  and  clear  of  all  encumbrances. 

2.  The  Board  determines  that  under  all  the  circumstances  surrounding 
the  earning  power  and  cost  of  operation  the  capital  stock  to  be  issued  as 
representing  the  value  of  the  plant  should  be  the  sum  of  $10,000. 

Alston  Beekman,  for  the  Petitioner. 

Digitized  by  VjOOQIC 


^2  Board  of  Pubuc  Utiuty  Commissiointers. 

Hanover  Sewer  Co. — Stock. 

On  March  i6th  application  was  received  from  the  Wrights- 
town  Sewerage  Company  and  the  Hanover  Sewer  Company  for 
approval  (i)  of  the  sale  by  the  receiver  of  the  plant  of  the 
Wrightstown  Sewerage  Company,  and  (2)  of  the  issuance  of 
stock  in  the  par  value  of  $25,000  by  the  Hanover  Sewer  Com- 
pany, the  purchaser  at  receiver's  sale  of  the  sewer  property. 

The  sale  by  the  receiver  has  already  been  approved  by  the 
Board. 

The  matter  of  the  approval  of  the  issue  of  stock  is  still  to  be 
considered.  The  issue  for  which  approval  is  asked  is  in  the 
amount  of  $25,000.  The  property  was  sold  by  the  receiver  for 
the  amount  of  $9,000  free  and  clear  of  all  encumbrances.  The 
applicants  base  their  claim  for  $25,000  stock  on  the  fact  that  the 
property  cost  more  than  said  amount. 

From  the  standpoint  of  the  cost  to  reproduce  a  sewer  plant 
suitable  to  serve  Wrightstown  as  it  exists  to-day,  since  the  ac- 
tivities of  the  camp  have  been  reduced,  a  much  smaller  sum  than 
$25,000  would  be  sufficient.  From  the  standpoint  of  earning 
power  as  shown  by  the  fact  that  the  company  was  not  able  to 
meet  its  fixed  charges  and  other  indebtedness  and  on  this  account 
went  into  the  hands  of  a  receiver,  the  property  cannot  be  con- 
sidered worth  the  amount  it  may  have  originally  cost  the  pro- 
moters. 

If  stock  were  to  be  issued  in  an  amount  representing  the  cost 
to  reproduce  this  property  new  the  holders  of  the  stock  and  others 
would  assume  that  the  real  value  was  represented  by  the  face 
value  of  the  securities  outstanding.  The  cost  to  the  present 
company  has  been,  so  far  as  the  physical  property  is  concerned, 
$9,000.  In  addition  to  this  there  has  been  some  cost  for  the 
organization  of  the  new  company  and  a  small  amount  of  work- 
ing capital  will  be  requisite.  In  the  present  case  the  property 
was  sold  by  the  receiver  for  the  sum  of  $9,000  and  the  amount 
needed  to  cover  the  other  expenses  referred  to  and  an  allowance 
for  working  capital,  in  the  opinion  of  the  Board,  should  not  at 
this  time  exceed  the  aggregate  amount  of  $10,000. 


Digitized  by 


Google 


Board  of  Public  Utility  Commissioners.  73 

Grade  Crossings,  Haddonfield. 

The  Board  determines  that  under  all  the  circumstances  sur- 
rounding the  earning  power  and  cost  of  operation  of  this  com- 
pany the  capital  stock  to  be  issued  as  representing  the  value  of 
this  plant  should  be  the  sum  of  $10,000,  and  a  certificate  per- 
mitting the  issue  of  stock  for  the  said  amount  will  issue. 

Dated  April  22,  1920. 


No.  782. 

In  the  Matter  of  the  Proceedings  Under  Chapter  57, 
Pamphlet  Laws  of  191 3,  Relating  to  Certain  Public 
Highways  in  the  Borough  of  Haddonfield,  which 
Cross  and  are  Crossed  by  the  Railroad  Operated  b-y 
THE  West  Jersey  and  Seashore  Railroad  Company, 
AT  THE  Same  Level. 

ORDER. 

It  appears  to  the  Board  of  Public  Utility  Commissioners  that 
the  following-named  streets  and  avenues  in  the  Borough  of  Had- 
donfield are  or  may  be  claimed  to  be  public  highways,  to  wit : 

Mount  Vernon  Avenue,  Redman  Avenue,  Euclid  Avenue, 
King's  Highway  and  Lincoln  Avenue. 

And  it  further  appears  that  said  before-named  streets  and  ave- 
nues and  the  railroad  operated  by  the  West  Jersey  and  Seashore 
Railroad  Company  cross  or  may  be  claimed  to  cross  each  other 
at  the  same  level. 

Therefore  the  Board  of  Public  Utility  Commissioners,  by 
virtue  of  the  powers  conferred  upon  it  by  statute,  hereby  ini- 
tiates a  proceeding  and  calls  a  hearing  to  determine  whether 
said  streets  and  avenues  or  any  of  them  are  public  highways, 
and  whether  such  of  them  as  are  public  highways,  and  the  said 
railroad  cross  each  other  at  the  same  level,  and  whether  the  said 
crossings  or  any  of  them  are  dangerous  to  public  safety,  or 
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whether  the  public  travel  on  such  highways  or  any  of  them  is 
impeded  by  such  crossings,  and  to  determine  what,  if  any,  order 
shall  be  issued  by  said  Board  for  the  alteration  of  said  crossings, 
or  any  of  them,  by  substituting  therefor  a  crossing  or  crossings 
not  at  the  grade  of  such  public  highways,  or  any  of  them,  under 
or  over  such  railroad,  or  by  reconstructing  such  railroad  under 
or  over  such  public  highways,  or  any  of  them,  or  by  vacating,  re- 
locating or  changing  the  lines,  width,  direction  or  location  of  such 
highways  in  the  place  of  the  ones  or  one  so  ordered  vacated ;  and 
to  determine  any  and  all  other  matters,  the  determination  of 
which  may  be  within  the  power  of  said  Board,  and  which  may  be 
involved  in  and  incidental  to  the  separation  of  the  grades  of 
said  highways,  or  any  of  them,  and  of  said  railroads. 

And  the  said  Board  of  Public  Utility  Commissioners  hereby 
FIXES  Tuesday,  the  eighteenth  day  of  May,  one  thousand  nine 
hundred  and  twenty,  at  the  hour  of  eleven  o'clock  in  the  fore- 
noon, as  the  time,  and  the  State  House,  in  the  City  of  Trenton, 
as  the  place  of  hearing  hereby  called. 

And  the  said  Board  hereby  directs  its  Secretary,  within  ten 
days  from  the  date  of  the  entry  hereof,  to  give  notice  to  the 
municipalities,  corporations,  copartnerships  and  individuals  in- 
terested in  the  hearing  hereby  called,  by  sending  to  the  Borough 
of  Haddonfield,  the  Borough  of  Westmont,  the  West  Jersey  and 
Seashore  Railroad  Company,  the  Public  Service  Gas  Company, 
the  Public  Service  Railway  Company,  The  Public  Service  Elec- 
tric Company,  the  Delaware  and  Atlantic  Telegraph  and  Tele- 
phone Company,  the  New  Jersey  Water  Service  Company  and 
the  Eastern  Telephone  and  Telegraph  Company  certified  copies 
of  this  order,  and  by  publishing  in  the  Haddonfield  Tribtme,  a 
newspaper  circulated  in  the  Borough  of  Haddonfield,  for  two 
consecutive  issues,  at  least  one  week  prior  to  the  date  of  hearing" 
hereby  called,  the  notice  provided  for  by  Chapter  238,  Pamphlet 
Laws  of  1914.  And  the  said  Board  hereby  determines  that  such 
mailing  and  publication  shall  constitute  reasonable  notice  of  the 
proceeding  hereby  initiated  and  the  hearing  hereb\^  called. 

Dated  April  22d,  1920. 
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No.  783. 
Harry  W.  Bealer  vs.  General  Water  Supply  Company. 

1.  The  question  before  the  Board  in  this  proceeding  is  whether,  under 
the  authority  vested  in  it  by  law,  it  can  order  the  respondent  to  extend 
its  facilities  to   supply   service  to  the  complainant. 

2.  It  does  not  appear  that  the  extension  will  aflford  sufficient  business 
to  justify  its  construction  and  maintenance  or  that  the  financial  condition 
of  the  utility  reasonably  warrants  the  Board  requiring  it  to  make  the 
original   expenditure    involved   in   making   or   operating   the   same. 

Edwin  F.  Crane,  for  complainant. 
E,  A.  Annstrong,  for  respondent. 

The  complainant  in  this  proceeding  alleges  that  he  applied 
to  the  General  Water  Supply  Company  for  service  to  twelve 
houses  being  constructed  by  him ;  that  in  addition  to  these  twelve 
houses  he  has  planned  for  other  houses,  all  being  located  along 
Linden  Avenue  in  the  Borough  of  Wood-Lynne.  The  water 
company  has  proposed  that  the  complainant  pay  in  advance  the 
full  cost  of  the  extension  estimated  as  amounting  to  $1,300,  the 
same  to  be  refunded  along  the  basis  of  yearly  payments,  amount- 
ing to  50  per  cent,  of  the  revenue  received  from  houses  con- 
nected along  the  extension.  The  complainant  asserts  that  he  is 
willing  to  make  the  deposit,  but  takes  exception  to  that  part  of 
the  water  company's  proposed  agreement  which  states  "upon 
receiving  the  fifth  installment  as  above,  I  agree  that  all  further 
payment  shall  cease  and  determine  notwithstanding  that  the  five 
installments  exclusive  of  interest  may  not  equal  the  amount 
originally  paid  by  me."  He  asks  the  Commission  to  make  a 
ruling  whereby  he  will  receive  50  per  cent,  of  the  revenue  de- 
rived from  the  extension  until  the  full  amount  is  repaid  to  him. 

The  complainant  does  not  deny  that  the  installation  of  the 
facilities  required  to  afford  service  would  cost  the  amount  esti- 
mated by  the  company;  he  does  not  allege  that  the  extension 
would  be  a  profitable  one  for  the  company  to  make,  but  claims 
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that  if  the  company  is  not  making  a  fair  return  on  its  investment 
it  is  entitled  to  an  increase  in  rates. 

The  counsel  for  the  water  company  stated  that  the  company 
is  losing  each  year;  that  tt  pays  no  dividends  and  that  the  only 
possible  way  that  the  company  has  been  able  to  go  on  "is  the 
fact  that  two  of  its — one  of  whom  is  dead — of  its  owners  have 
themselves  foregone  the  payment  to  them  of  interest  on  money 
loaned.  We  never  had  a  cent  on  it  at  all.  Never  paid  a  cent 
return  on  the  stock,  and  policy  has  (been)  from  all  of  our  re- 
ceipts we  could,  to  make  extensions.  We  have  come  to  the  end 
of  our  line.  We  can't  sell  bonds,  *  ♦  *  we  can't  sell  stock ; 
we  can't  borrow  the  money,  so  that  if  these  extensions  are  to  be 
made,  they  have  to  be  financed  in  some  way  outside.'' 

The  statute  provides  (Chapter  195,  N.  J.  P.  L.  191 1)  that 
the  Board  shall  have  power  after  hearing  upon  notice  by  order 
in  writing  to  require  any  public  utility 

"To   establish,   construct,   maintain   and   operate   any 
reasonable  extension  of  its  existing  facilities,  w^here, 
in  the  judgment  of  said  Board  such  extension  is  reason- 
able and  practicable  and  will  furnish  sufficient  business 
to  justify   the   construction   and   maintenance   of   the 
same,  and  when  the   financial   condition  of  the   said 
public  utility  reasonably  warrants  the  original  expen- 
diture required  in  making  and  operating  such  exten- 
sion.^' 
The  question  before  the  Board  in  this  proceeding  is  whether, 
under  the  authority  vested  in  it  by  the  section  of  the  law  quoted 
above,  it  can  order  the  respondent  to  extend  its  facilities  to 
supply  service  to  the  complainant.  It  does  not  appear  that  from 
a  mechanical  or  engineering  standpoint  the  extension  proposed 
is  of  such  a  nature  that  it  would  be  unreasonable  or  imprac- 
ticable. *  If  the  only  question  to  be  determined,  therefore,  was 
whether  the  extension  is  reasonable  and  practicable,  it  could  be 
ordered  by  the  Board.     It  does  not  appear,  however,  that  the 
extension  will  afford  sufficient  business  to  justify  its  construc- 
tion and  maintenance  or  that  the  financial  condition  of  the  public 
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Utility  reasonably  warrants  the  Board  requiring  it  to  make  the 
original  expenditure  involved  in  making  or  operating  the  same. 

The  Board  is  of  the  opinion  that  it  could  not  in  the  exercise 
of  the  authority  vested  in  it,  in  view  of  the  record  in  this  case, 
order  the  company  to  accept  the  proposition  made  by  the  com- 
plainant, namely — that  he  deposit  the  amount  required  to  pay 
for  the  construction  of  the  extension  with  the  understanding 
that  50  per  cent,  of  the  revenue  from  the  extension  be  returned 
to  him  until  the  entire  amount  is  returned. 

The  arrival  by  the  Board  at  the  conclusion  expressed  in  this 
report  should  not  be  construed  as  an  endorsement  of  the  plan 
proposed  by  the  company.  It  seems  to  us  a  matter  for  regret 
that  the  builder  of  these  houses  and  the  company  cannot  arrive 
at  an  agreement  which  would  be  mutually  satisfactory  with  re- 
gard to  a  division  of  the  cost  of  the  construction  which  would 
be  of  such  a  nature  that  it  would  not  discourage  the  building 
operations  of  the  complainant,  and  at  the  same  time  would  not 
place  an  undue  burden  upon  the   company. 

The  complaint,  as  brought  before  the  Board,  must,  for  the 
reasons  stated  herein,  be  dismissed,  but  this  is  done  w^ith  the 
recommendation  to  the  parties  in  interest  that  they  make  a 
further  effort  to  agree  upon  mutually  satisfactory  terms  for 
the  extension  of  the  service  wanted. 

Dated  May  6,  1920. 


No.  784. 

In  the  Matter  of  the  Application  oe  the  Elizabethtown 
Gas  Light  Company,  Craneord  Gas  Light  Company, 
Metuchen  Gas  Light  Company  and  Rahway  Gas 
Light  Company  for  Increased  Rates. 

I.  Four  gas  companies  operating  under  a  common  ownership  submit  simi- 
lar schedules  increasing  rates,  the  rates  in  effect  being  the  same  in  the  terr 
tories  served. 
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2.  The  policy  of  adopting  a  uniform  rate  was  established  by  the  Board 
in  the  Passaic  gas  case  wherein  the  Board  recommended  the  extension  of 
the  rate  fixed  as  just  and  reasonable  in  the  Passaic  Division  to  the  entire 
territory  served  by  the  Public  Service  Gas  Company.  The  Board  will  treat 
the  companies  as  a  single  entity. 

3.  In  the  Board's  opinion  the  fair  value  new  of  the  properties  of  the  com- 
panies may  be  best  ascertained  by  applying  to  the  inventories  of  the  prop- 
erties in  existence  on  December  31st,  191 5,  unit  costs  prevailing  for  a  period 
of  five  or  more  years  prior  to  December  31st,  1915,  and  adding  thereto  the 
net  additions  on  the  basis  of  book  costs  for  the  period  from  January  i,  1916, 
to  the  date  of  the  valuation.  In  this  way  the  public  will  be  protected  against 
undue  inflation  and  the  companies  will  receive  the  benefit  of  actual  increased 
burdens  imposed  upon  them  by  conditions  created  by  the  world  war. 

4.  The  Board  finds  the  value  of  the  property  of  the  petitioners  as  of  De- 
cember 31st,  1919,  to  be  $3,290,475.  To  this  should  be  added  an  estimated 
increase  in  capital  of  $85,000  during  the  first  half  of  1920  less  increase  in 
depreciation  reserve  which  will  make  the  fair  value  of  the  property,  as  of 
June  30,  1920,  $3,359,475-  This  may  be  taken  as  $3,360,000  as  a  basis  for 
rates.  The  value  as  of  July  ist,  1919,  is  taken  as  $3,120,000.  A  return  of  8 
per  cent,  on  this  value  is  allowed. 

5.  The  rates  submitted  by  the  companies  are  disapproved.  A  schedule  of 
rates,  with  a  base  of  $1.15  per  thousand  cubic  feet  is  fixed  by  the  Board. 

William  M.  Wherry,  for  the  Petitioner. 

Stamler  &  Stamler,  for  certain  Objectors. 

/.  K.  English,  for  Township  of  Union. 

Martin  P,  O'Connor,  for  Borough  of  Roselle  Park. 

5.  C,  Austin,  for  Township  of  Cranford. 

David  C.  ArfHStrong,  for  City  of  Rah  way. 

Lloyd  Thompson,  for  Westfield. 

William  R.  Conklin,  for  Borough  of  Cranford. 

W.  Benner,  for  Metuchen. 

/.  r.  Hague,  for  City  of  Elizabeth. 

Leo  Goldberger,  for  Perth  Amboy. 

C  McK.  Whittemvre,  for  Borough  of  Linden. 

F,  M.  P.  Pearse,  for  Township  of  Linden. 
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The  Elizabethtown  Gas  Light  Company,  one  of  the  petitioners, 
submitted  for  filing  the  following  schedule  of  rates : 

The  rate  to  the  Perth  Amboy  Gas  Light  Company,  the  Cranford  Gas  Light 
Company,  the  Metnchen  Gas  Light  Company  and  the  Rahway  Gas  Light 
Company  shall  be  6oc  per  thousand  cubic  feet. 

The  rates  to  all  other  consumers  shall  be  as  follows : 
For  400  cubic  feet  or  less  per  month,  50c. 

For  500  to  99,099  cubic  feet  per  month,  $1.40  per  1,000  cubic   feet. 
For  100,000  to  199,999  cubic  feet  per  month,  $135  per   1,000  cubic  feet. 
For  200,000  to  299,999  cubic  feet  per  month,  $1.30  per  1,000  cubic  feet. 
For  300.000  to  499.999  cubic   feet  per  month,  $1.20  per   1,000  cubic   feet. 
For  500,000  cubic  feet  or  more  per  month,  $1.20  per   1,000  cubic  feet. 
A  discount  of  20c  per  thousand  cubic  feet  will  be  allowed  if  the  bill  is  paid 
within  ten  days  after  presentation. 

The  Cranford  Gas  Light  Company,  the  Metuchen  Gas  Light 
Company  and  the  Rahway  Gas  Light  Company  submitted  the 
same  schedule  of  rates  except  that  the  wholesale  rate  to  other 
companies  was  omitted. 

The  principal  reasons  set  forth  by  each  company  for  filing  a 
schedule  of  increased  rates  are  as  follows:  That  the  gross 
revenue  from  the  present  rates  has  been  and  is  continuing  to  be 
insufficient;  costs  of  labor,  material,  supplies,  including  taxes 
and  financing,  have  increased  continuously  during  the  past,  and 
are  continuing  to  increase;  current  interest  rates  and  the  cost 
of  obtaining  money  for  capital  investment  have  increased 
and  are  continuing  to  increase;  the  purchasing  power  of  the 
revenue  derived  from  the  present  rates  has  depreciated  and  is 
continuing  to  depreciate  owing  to  the  depreciation  of  the  stand- 
ard of  exchange. 

The  testimony  adduced  at  the  numerous  hearings  was  very 
voluminous  and  the  exhibits  submitted  by  counsel  for  the  various 
parties  at  interest  were  numerous.  The  matter  was  not  con- 
cluded until  March  16,  1920,  upon  which  date  the  answering 
brief  of  the  petitioners  was  filed.-  It  was  agreed  that  the  pro- 
posed rates  would  not  be  put  in  eflfect  unfil  the  schedules  had 
been  passed  upon  by  the  Board. 
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The  Board  is  of  the  opinion  that  substantial  justice  will  be 
done  by  considering  the  applications  of  the  four  applicants 
jointly. 

In  the  matter  of  the  joint  application  of  the  Bergen  Aqueduct 
Company,  the  Bergen  Water  Company  and  the  Glen  Rock  Water 
Works,  Incorporated,  in  re  rates,  the  Board  indicated  its  doubt 
of  the  advisability  of  granting  the  proposal  of  the  applicant  com- 
panies to  fix  the  rates  of  the  three  companies,  each  having  a  cor- 
porate existence,  in  one  proceeding,  by  granting  a  horizontal 
increase  in  the  rates  of  all.  The  companies  produced  evidence 
which  tended  to  show  that  the  mode  of  operation  of  the  three 
companies,  the  territory  served  by  all  three  being  contiguous  and 
the  distribution  systems  of  the  three  separately  owned,  per- 
mitted such  allocation  of  revenue  and  expenses  of  operation  as 
would  justify  the  fixation  of  rates  of  the  three  companies  in  one 
proceeding.  The  Board  accordingly  considered  the  matter  as 
though  the  three  companies  were  a  single  entity. 

The  testimony  in  the  present  case  and  all  of  the  exhibits 
oflfered  in  support  of  tlie  petition  treat  the  revenues  and  expenses 
of  the  combined  companies  as  a  whole.  The  Eliza.bethtown  Gas 
Light  Company  owns  and  controls  the  subsidiary  companies. 
The  rates  now  in  efifect  are  the  same  throughout  the  territory 
served  l^y  the  applicant  companies.  Were  the  formality  of  a 
merger  of  these  companies  observed,  no  question  would  arise 
as  to  the  establishment  of  a  uniform  schedule  of  rates  through- 
out the  territory  served.  The  policy  of  adopting  a  uniform  rate 
was  established  by  this  Board  in  the  Passaic  Gas  Case  wherein 
the  Board  recommended  the  extension  of  the  rate  fixed  as  just 
and  reasonable  in  the  Passaic  Division  to  the  entire  territory 
served  by  the  Public  Service  Gas  Company.  The  Board  will 
therefore  treat  the  companies  as  a  single  entity. 

historical  notes. 

As  shown  by  the  annual  reports  of  the  respective  companies, 
the  Elizabcthtown  Gas  Light  Company  was  incorporated  Peb- 
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niary  19,  1855,  by  a  special  act  of  the  Legislature  and  began  to 
sell  gas  in  1856.  The  Rahway  Gas  Light  Company  was  incor- 
porated February  18,  1853,  by  special  act  and  began  to  sell  gas 
October  17,  1857.  The  Cranford  Gas  Light  Company  was  in- 
corporated March  26,  1872,  was  organized  and  began  to  sell  gas 
in  1898.  The  Metuchen  Gas  Light  Company  was  incorporated 
by  an  act  of  the  Legislature  approved  March  9,  1871,  and  began 
the  sale  of  gas  in  1906.  The  Elizabethtown  Gas  Light  Comi>any 
owns  the  $300,000  capital  stock  of  the  Cranford  Gas  Light  Com- 
pany; $92,200  out  of  the  $124,820  stock  of  the  Rahway  Gas 
Light  Company,  and  all  of  the  $50,000  capital  stock  of  the  Me- 
tuchen Gas  Light  Company. 

FAIR  VALUE  OF  THE  PROPERTY  DEVOTED  TO  PUBLIC  USE.    . 

The  princii)al  elements  to  be  considered  by  the  regulatory 
body  in  this  connection  were  laid  down  in  Smythe  vs,  Ames  ( 18 
Sup.  Ct.  418),  as  follows: 

"The  basis  of  all  calculations  as  to  the  reasonable- 
ness of  rates  must  be  the  fair  value  of  the  property  used 
by  the  company  for  the  convenience  of  the  public.    In 
ascertaining  the  value,  the  original  cost  of  construc- 
tion, the  amount  expended  in  permanent  improvements, 
the  amount  and  market  value  of  its  bonds  and  stock, 
the  present  as  compared  with  the  original  cost  of  con- 
struction, the  probable  earning  capacity  of  the  prop^ 
erty  under  particular  rates  prescribed  by  statute,  and 
the  sum  required  to  meet  operating  expenses,  are  all 
matters  for  consideration,  and  are  to  be  given  such 
weight  as  may  l>e  just  and  right  in  each  case.'' 
In  his  argument  and  brief  the  counsel  for  the  petitioners  lays 
more  emphasis  on  the  reproduction  cost  with  normal  unit  prices 
increased  by  twenty-live  per  cent,  to  cover  conditions  resulting 
from  the  world  war  which  in  his  expert's  opinion  represents  the 
permanent  increase  in  value  of  the  property  of  the  utility  de- 
voted to  the  public  use. 
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The  municipalities,  on  the  other  hand,  inclined  more  to  a  con- 
sideration of  the  values  derived  upon  a  basis  of  pre-war  costs 
only  and  have  especially  stressed  book  costs. 

The  Board  takes  the  reasonable  middle  ground  which  it  thinks 
conserves  the  interest  of  the  company  and  customers.  Such  has 
been  its  practice  in  a  large  majority  of  cases  decided  by  it  during 
the  period  of  and  since  the  termination  of  hostilities  in  the  recent 
world  war.  Its  position  in  this  matter  cannot  be  better  set 
forth  than  by  quoting  the  language  of  the  Supreme  Court  of  the 
District  of  Columbia  in  the  matter  of  the  Potomac  Electric 
Power  Comi>any  vs.  Public  Utilities  Commission  of  the  District 
of  Columbia,  reviewing  the  findings  of  the  Commission  as  to  the 
value  of  the  company's  property  March  2,  1920. 
The  Court  says : 

To  this  I  cannot  agree.  Reproduction  cost  less  de- 
preciation is  but  one  of  the  elements  of  value,  and  in 
my  judgment  ordinarily  only  a  negative  element,  to  be 
considered  in  the  final  determination  of  fair  value.  Its 
use  is  to  throw  light  upon  the  actual  amount  invested, 
and  this  can  only  be  done  where  the  reproduction  cost 
is  determined  as  a  fairly  normal  period.  It  would  lose 
all  value  if  made  as  of  an  abnormal  period  when  prices 
were  abnormally  low  or  high.  To  be  of  any  assistance 
or  real  use  it  must  be  made  as  of  a  normal  time  and  the 
unit  cost  applied  thereto  should  extend  over  a  suffi- 
cient number  of  years  to  show  a  normal  trend  of  prices. 
♦     *     * 

The  date  adopted  by  the  Commission  in  this  case 
was  as  near  a  normal  date  as  it  was  perhaps  possible  to 
get;  the  unit  costs  applied  to  the  inventory  were  de- 
termined after  a  consideration  of  the  trend  of  prices 
given  by  the  witnesses,  and  the  Commission  added  five 
per  cent,  to  the  entire  reproduction  cost  of  the  physical 
property  as  found  by  its  engineers.  As  already  indi- 
cated by  the  quotation  from  the  opinion  of  Judge 
Hughes,  the  fact  that  prices  of  labor  and  material  on 
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account   of   the   war   in    Europe   advanced   to   great 
heights  with  a  rapidity  and  to  an  extent  never  before 
experienced  from  about  the  first  of  January,  19 15,  to 
the  time  of  the  valuation,  has  no  bearing*  whatsoever 
upon  the  cost  of  reproduction  as  a  factor  in  a  valuation 
for   rate-making   purposes.     The  Commission   would 
have  committed  a  grave  error,  unjust  to  the  public, 
and  destructive  of  the  value  of  the  reproduction  cost 
as  an  element  in  a  valuation  case  of  this  character,  to 
have  attempted  to  find  normal  prices  based  upon  either 
current  prices  as  of  July  i,  1916,  or  upon  normal  prices 
then  or  thereafter  as  claimed  by  the  Power  Company. 
Such  a  course  would  have  greatly  impaired  the  repro- 
duction cost  estimate  as  one  of  the  elements  of  fair 
value.     The  adoption  by  the  Commission  of  the  date 
of  July  I,  1914,  as  to  which  the  inventory  was  to  be 
made  .and  normal  unit  prices  applied,  was  reasonable 
and  proper,  and  its  action  in  so  doing  has  the  sanction 
of  the  highest  legal  and  engineering  authorities. 
In  the  Board's  opinion  the  fair  value  new  of  the  properties  of 
the  companies  may  best  be  ascertained  by  applying  to  the  inven- 
tories of  the  properties  in  existence  on  December  31,  191 5,  unit 
costs  prevailing  for  a  period  of  five  or  more  years  prior  to  De- 
cember 31,  191 5,  and  adding  thereto  the  net  additions  on  the  basis 
of  book  costs,  for  the  i>eriod  from  January  i,  1916,  to  the  date  of 
the  valuation.     In  this  way  the  public  will  be  protected  against 
undue  inflation  and  the  companies  will  receive  the  benefit  of 
actual  increased  burdens  imposed  upon  it  by  conditions  created 
by  the  world  war. 

BOOK   VALUES. 

According  to  the  annual  reports  of  the  petitioners,  the  com- 
bined book  value  of  fixed  capital  as  of  December  31,  1919,  ag- 
gregated $2,601,738.58.  As  of  the  same  date  the  company  had 
created  out  of  earnings  a  reserve  for  accrued  amortization  of 
capital  in  the  aggregate  amount  of  $171,603.95.    The  book  value 
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of  the  properties  as  of  December  31,  191 8,  was  verified  by  the 
expert  accountant  of  the  municipalities,  who  also,  in  a  develop- 
ment cost  study,  showed  from  1855  down  to  December  31,  191 8, 
the  annual  increase  of  fixed  capital  of  the  combined  companies, 
the  operating  revenues  and  operating  expenses  year  by  year  in 
detail.  The  combined  balance  sheet  of  the  Elizabethtown  Gas 
Light  Company  and  subsidiary  companies,  derived  from  the 
annual  reports,  indicates  that  the  funded  debt  as  of  that  date  was 
$200,000  in  bonds,  the  capital  stock  $299,240  and  the  corporate 
surplus  $1,780,266.15.  The  g^reater  part  of  this  surplus  has  been 
invested  in  plant  and  property. 


VAI,UE  OF  PROPERTY  ON  THE  BASIS  OF  REPRODUCTION  COST  NEW 

AN    DEPRECIATED. 

In  order  that  the  contentions  of  the  various  parties  at  interest 
may  be  concisely  presented,  the  principal  items  of  the  appraisal 
submitted  on  behalf  of  each  will  be  given  in  Table  I,  which  fol- 
lows: 

TABLE  I. 

PAIR  VALUE  OF  PROPERTY  OP   ELIZABETHTOWN   GAS   LIGHT   SYSTEM. 

As  Claimed     As  Claimed  As  Found 

by  Petitioner,  by  Objectors,  by  P.  U.  C. 

Cost  new  as  of  12-31-15 $2,292,000 

Cost  of  Additions  1916,  '17,  '18  at  pre- 
war costs   203,200 

Total  based  on  pre-war  costs  as 

of  12-31-18 $2,506,367        $2,305,670       $2,495,200 

Added  for  conditions  due  to  war 626,592  86,000  87,500 

Cost  new  structures  as  of  12-31-19  ...  $3,132,959        $2,391,670        $2,582,700 
Book  value  of  property  added  in  1919, 
including  work  in  progress  12-31-18.       342.393  334»4i9  341.814 

Value  new  structures  12-31-19 $3,475,352        $2,726,089        $2,924,514 
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Deduct  accrued  depreciation  12-31-18..     $201,275**       $478,334  $I39»657* 

Deduct  Reserve  added  in  1919 44*625  3ii947 

Total    deduction    for    depreciation 
as  of  12-31-19 $201,275  $522,959  $171,604 

Structural    value    depreciated    as    of 

12-31-19     $3,274,077  $2,203,130        $2,752,910 

Appraised  value  of  land 1 12,565  112,565  112,565 

Overhead  on  Land  19,920  

Total  Tangible  Fixed  Capital  (De- 
preciated)   12-31-19   $3,406,562        $2,315,695        $2,865475 

Intangible  Value   600,000  40,000  250^000 

Total    Fixed    Capital    (Depreci- 
ated) 12-31-19 $4,006,562        $2,355,695        $3,115,475 

Working  Capital  (incl.  Materials  and 
Supplies)     187,870**  65,000  175,000 

Value  of  Property  12-31-19 $4,194432        $2,420,695        $3,290,475 

Estimated  Construction  Expenditures 
Jan.  I  to  July  I,  1920,  less  increase  in 
Depreciation  Reserve 69,525 

$3,360,000 

*  Actual  reserve  accumulated  by  company  as  of  12-31 -1918. 

**  Depreciation  on  material  and  supplies  as  estimated  for  petitioner  is  de- 
ducted from  material  and  supplies  (working  capital)  item  direct,  and  is  not 
included  in  total  accrued  depreciation. 

A  consideration  of  Table  I  would  indicate  that  the  value  of  the 
tangible  fixed  property  on  the  basis  of  reproduction  cost  new  at 
normal  unit  prices  as  of  December  31,  19 18,  would  not  vary 
greatly  as  determined  in  the  three  appraisals  submitted; 
the  petitioners  claim  at  that  date  $2,506,367  as  the  value 
new  of  the  property,  exclusive  of  land ;  objectors  claim  that  the 
value  new  of  the  property  at  that  date  was  $2,305,670.  The 
value  as  found  by  the  Board's  appraisal  engineer  was  $2,495,206. 
The  company's  expert,  however,  added  twenty-five  per  cent,  to 
his  base  cost,  bringing  the  cost  new  of  the  structural  elements 
up    to   $3,152,959.      The    objectors    added    $86,000   to   cover 
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the  increase  above  the  actual  cost  during  the  years  191 6, 
1917  and  1918,  a  total  of  $2,391,670.  The  corresponding 
value  found  by  the  Board's  appraisal  engineer  is  $2,582,750. 
The  additions  for  191 9,  purporting  to  be  book  additions 
vary  from  $334,419,  as  claimed  by  the  objectors,  to  $342,393 
as  claimed  by  the  petitioners.  The  amount  of  $341,814  is  taken 
from  the  annual  reports  of  the  respective  companies.  All  three 
appraisers  have  taken  the  value  of  land  as  appraised  by  the  com- 
pany's real  estate  experts  at  the  appraised  value  of  $1 12,565.  The 
petitioners  claim  overheads  of  $19,990  to  be  added  to  land;  the 
objectors  and  the  Board  add  nothing  for  this  item. 

With  respect  to  intangible  values  the  company'^  expert  engi- 
neer added  $600,000  as  his  estimate  of  intangible  value.  The 
objectors'  expert  engineer  took  a  value  of  but  $40,000  for  this 
element  of  value.  Their  methods  of  substantiating  this  value 
were  not  very  helpful  to  the  Board.  The  Board  is  of  the  opinion 
that  a  willing  purchaser  of  this  property  would  pay  at  least 
$250,000  over  and  above  the  value  of  the  tangible  property  in 
order  to  be  put  in  possession  of  the  company  with  its  present 
business  attached  to  it  as  compared  with  a  company  which  only 
had  the  plant  ready  to  deliver  service  but  with  no  customers  at- 
tached. It  therefore  allows  this  amount  to  cover  all  elements  of 
intangible  value. 

The  working  capital,  including  materials  and  supplies,  as  set 
forth  by  the  engineers  of  the  petitioners  and  objectors  and  as 
found  by  the  Board  is  shown  in  Table  I.  By  assembling  the 
elements  heretofore  recited  the  value  new  of  the  property  on  the 
three  different  bases  may  be  ascertained  by  addition.  (The  table 
is  not  arranged  in  that  way) .  The  briefs  of  the  petitioners  and 
of  the  objectors  bring  the  value  of  the  property  down  to  Decem- 
ber 31,  1919,  whereas  the  Board  brings  it  down  to  June  30,  1920, 
that  being  the  middle  of  the  present  year. 
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ACCRUED  DEPRECIATION  TO  BE  DEDUCTED  FROM  THE  VALUE  NEW 
OF  THE  PROPERTY. 

From  the  value  new  of  the  property,  counsel  for  the  petitioners, 
in  his  brief,  deducts  $201,275  as  the  amount  of  accrued  deprecia- 
tion as  of  December  31,  1919.  This  amoimt  is  derived  from  testi- 
mony of  the  petitioners'  expert  engineer,  who  bases  it  on  the  de- 
preciation observed  by  him  in  plant  and  property  and  is  to  be 
associated  with  the  value  new  as  foimd  by  him  on  December  31, 
I9i9>  $3>i32,959  plus  additions  to  December  31,  1919.  This 
value  includes,  of  course,  the  increase  of  twenty-five  per  cent, 
estimated  by  him  to  be  due  to  the  war.  As  of  December  31,  191 8, 
the  counsel  for  the  objectors  deducts  $473,334  from  the  value 
new  of  $2,391,670  as  of  the  same  date  and  deducts  further  for 
the  year  19 19,  $44,625,  total  of  $522,959.  The  Board  is  of  the 
opinion  that  it  will  be  fair  to  deduct  accrued  depreciation  in  the 
amount  set  aside  by  the  Elizabethtown  Gas  Light  Company  and 
its  subsidiaries  pursuant  to  rules  laid  down  by  the  Board's  Uni- 
form System  of  Accoimts  effective  January  i,  1913.  As  of  De- 
cember 31,  1 91 9,  this  amounts  to  $171,604,  to  which  is  added  an 
estimated  amount  of  $16,000  to  bring  the  amount  of  the  reserve 
down  to  the  present  of  June  30,  1920. 

From  a  full  consideration  of  all  data  submitted  the  Board  finds 
the  value  of  the  property  of  the  petitioners  as  of  December  31, 
1919,  to  be  $3,290,475.  To  this  should  be  added  an  estimated 
increase  in  capital  of  $85,000  during  the  first  half  of  1920  less 
increase  in  depreciation  reserve  which  will  make  the  fair  value 
of  the  property  as  of  June  30,  1920,  $3,359,475-  This  may  be 
taken  as  $3,360,000  as  a  basis  for  rates. 

REVENUE   DEDUCTIONS. 

Most  of  the  testimony  on  this  subject  offered  in  the  case  dealt 
with  the  operating  expenses  for  191 9,  the  first  exhibits  being 
based  on  the  first  four  months  of  1919  actual  and  the  rest  of  the 
year  estimated,  and  the  later  exhibits  based  on  seven  months 
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actual  operating  expenses  and  five  months  estimated.  Later  in 
the  case  the  annual  reports  giving  the  actual  figures  for  the  entire 
year  were  submitted.  From  these,  supplemented  by  the  testi- 
mony, it  is  possible  to  ascertain  the  results  of  operation  if  the 
same  rates  for  labor  and  material  had  been  paid  throughout  the 
year  1919.  During  1919  several  increases  were  made  in  wages. 
Fuel  costs  were  increased  and  certain  other  materials  required  in 
the  manufacture  of  gas  and  its  distribution  were  increased  in 
price.  These  increases  occurred  at  various  times  during  the  year, 
so  that  the  actual  operating  results  for  the  year  19 19  as  a  whole 
do  not  reflect  the  cost  for  the  year  1920.  Operating  data  for 
1919  have  been  readjusted  on  a  basis  assuming  that  the  rates  of 
pay  and  costs  of  supplies  now  in  effect  had  been  paid  throughout 
the  year  19 19,  and  the  following  result  is  obtained.  The  value 
of  property  as  determined  above  is  $3,360,000  as  of  July  i,  1920. 
The  value  as  of  July  i,  191 9,  would  be  obtained  by  subtracting 
the  additions  for  the  first  half  of  1920,  $69,525,  and  one-half  of 
the  net  additions  for  the  year  1919,  $170,907.  These  total  deduc- 
tions from  the  value  of  July  i,  1920,  leave  a  value  for  July  i, 
1919,  of  aproximately  $3,120,000. 

Return  of  8  per  cent,  on  value  of  $3,120,000 $249,600 

Operating  expenses  for  1919,  based  on  the  assumption  that  costs  of 
labor  and  material  now  being  paid  were  actually  paid  throughout 
the  year  1919 94i»90O 

Total  revenue  required $1,191,500 

Outside  Sales: 

Perth  Amboy 142,000  M.  cubic  feet  at  60c. .  $85,200 

Street  Light 32,000  M.  cubic  feet  at  60c. .  33.000 

Miscellaneous 870  M.  cubic  feet  at  60c. .  600 


174,870  $118,800 

Merchandise   14,000 

Residuals 3i,ooo 


Revenue  from  sources  other  than  metered  gas  sales 163,800 

$1,027,700 

Total  gas  sold 1,085,490  M.  cubic  feet. 

Metered  gas  sold 908,620  M.  cubic  feet. 
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This  revenue  would  have  been  received  from  an  average  rate 
of  a  little  less  than  $1.13  per  M.  cubic  feet.  (It  should  be  under- 
stood that  as  some  gas  is  sold  at  wholesale  rates  lower  than  the 
average  rate,  the  base  rate  has  to  be  approximately  two  or  three 
cents  higher  than  the  average  rates.) 

From  the  exhibits  and  testimony,  it  is  possible  to  make  up  an 
estimate  of  the  1920  operating  expenses  for  an  estimated  amount 
of  gas  to  be  sold  and  manufactured.  We  say  1920,  but  the  esti- 
mate is  really  for  the  year  subsequent  to  the  effective  date  of  the 
new  rates.  As  a  preliminary  to  making  this  estimate,  it  will, 
therefore,  be  necessary  to  estimate  the  amount  of  gas  which  will 
be  required  to  be  made  and  which  will  probably  be  sold. 

ESTIMATE  OF  GAS  TO  BE  MADE  AND  SOLD  IN   I92O. 

For  street  lamps  we  estimate  that  32  million  cubic  feet  will  be 
used ;  for  metered  sales  to  the  Elizabethtown  system,  987  million 
cubic  feet;  and  to  the  Perth  Amboy  Gas  Light  Company,  142 
million  cubic  feet;  a  total  of  1,161  million  cubic  feet;  and  that, 
on  a  basis  of  11  per  cent,  unaccounted  for  gas  in  the  territory 
served  by  the  Elizabethtown  Gas  Light  Company,  plus  the  unac- 
counted for  gas  in  the  territory  served  by  the  Cranford  Gas 
Light  Company,  Rahway  Gas  Light  Company  and  Metuchen  Gas 
Light  Company,  which  may  be  taken  as  a  total  of  twelve  per 
cent,  unaccounted  for  g^s,  1,320  million  cubic  feet  of  gas  will 
be  required  to  be  made  during  the  year.  The  sales  for  street 
lights  are  based  on  the  Elizabethtown  Gas  Light  Company's  esti- 
mate. 

The  metered  sales  of  the  system  companies  is  arrived  at  as 
follows :  The  geometrical  increase  in  sales  during  the  past  four 
years  has  indicated  an  increase  of  about  162-3  per  cent,  per 
annum.  It  is  estimated  that  the  imposition  of  a  $1.15  rate  instead 
of  a  90  cent  rate  will  effect  a  decrease  in  consumption  of  approxi- 
mately ten  per  cent.,  the  net  result  being  that  the  increase  in 
metered  consumption  will  be  five  per  cent,  larger  than  shown  for 
191 9.    With  respect  to  the  Perth  Amboy  Gas  Light  Company,  it 
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is  estimated  that  the  1920  sales  to  that  company  will  be  approxi- 
mately ten  per  cent,  in  excess  of  those  actually  recorded  for  19 19, 
there  being  some  question  as  to  the  accuracy  of  the  measurement 
of  the  gas  sold  in  19 19. 

OPERATING  EXPENSES. 

Based  upon  the  19 19  operating  costs  and  the  increases  in  the 
cost  of  labor,  coal  and  oil,  effective  in  the  latter  part  of  1919  and 
early  part  of  1920,  and  based  upon  the  manufacture  of  1,320 
million  cubic  feet  of  gas  as  above  estimated,  the  Board's  esti- 
mate of  the  revenue  deductions  for  1920  (more  accurately  for 
one  year  succeeding  the  effective  date  of  the  new  rate)  will 
be  shown  in  Table  II  which  follows  : 

TABLE  II. 

OPERATING    EXPENSES    AND   TAXES    FOR    I920    (ESTIMATED). 

Acct.  Nos.  Amount 

410/430  Gross  Production  Expense $621,850 

lycss  Residuals  Produced  Cr 27,704 

435  Net  Production  Expense  Holder  Cost $594,146 

441/494  Holder  to  Burner  Cost  (including  cost  of  residuals  sold)...    219,114 
Amortization 55»ooo 

Operating  Expenses  Total $868,260 

Taxes  98,000 

Uncollectible  Bills 2,500 

Total  Revenue  Deductions $968,760 

Gas  Manufactured,  M.  cubic  feet 1,320,000 

Gas  Sold  1,161,000 

In  order  that  the  Board's  estimate  may  be  compared  with 
other  estimates  submitted  in  the  case,  Table  III  has  been  pre- 
pared showing,  so  far  as  possible,  the  corresponding  items  as 
set  forth  by  the  petitioners,  the  objectors  and  as  found  by  the 
Board  in  Table  II.     Table  III  also  includes  the  return  on  the 
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value  of  the  property  as  set  forth  by  the  petitioners,  the  objectors 
and  as  found  by  the  Board,  based  on  an  eight  per  cent,  return  on 
the  fair  value  of  the  property  in  each  case.  Table  III  also  in- 
dicates the  revenue  required  on  the  three  different  bases  as  well 
as  its  allocation  to  the  various  classes  of  service.  The  table 
likewise  shows  (where  stated  definitely)  the  apportionment  of 
the  revenue  to  the  various  classes  of  service  and  the  resulting 
average  metered  rate.  The  annual  charge  for  amortization  is 
based  on  the  testimony  of  the  experts  for  the  respective  parties 
and  in  the  findings  of  the  Board  is  brought  down  to  June  30, 
1920.  On  line  (15)  will  be  found  the  average  metered  rate 
resulting  from  the  calculations.  The  average  rate  as  found  by 
the  Board  is  $1.08.  To  provide  for  wholesale  rates  a  base  rate 
of  slightly  over  $1.10  is  estimated  to  be  required.  It  is  within 
the  knowledge  of  the  Board  that  since  the  case  closed  the  con- 
ditions with  respect  to  oil  and  fuel  have  become  increasingly 
unsettled  and  there  is  no  tendency  observable  of  a  decrease  in 
prices  of  such  materials,  the  market  trend  being  in  the  other 
direction.  WitH  this  knowledge  it  is  the  judgment  of  the  Board 
that  a  slight  margin  should  be  permitted  to  meet  the  observable 
increases  in  cost  of  production;  and  it  is  particularly  appropriate 
because  of  the  fact  that  the  base  rate  which  the  Board  derives 
is  the  same  rate  as  that  permitted  to  be  filed  by  the  Public  Service 
Gas  Company,  engaged,  in  a  larger  scale,  than  the  petitioners, 
in  the  manufacture  and  distribution  of  gas.  Under  these  cir- 
cumstances the  Board  considers  that  a  base  rate  of  $1.15  is  not 
unreasonable.    Table  III  follows  : 
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FORM   OF  RATE. 

The  form  of  the  rate  applied  for  by  the  company  is  decidedly 
objectionable  and  inequitable,  it  being  based  on  the  so-called 
step  system  of  rates.  The  inequity  may  be  clearly  revealed  by 
reference  to  the  schedule  of  rates  set  forth  more  fully  herein- 
before. Under  the  proposed  schedule  of  the  company,  if  a 
customer  should  use  499,900  cubic  feet  of  gas  at  $1.25  per 
thousand,  his  bill  would  be  $624.88.  If  he  should  use,  however, 
500,000  cubic  feet  at  the  rate  of  $1.20,  his  bill  would  be  $600, 
so  that  by  wasting  100  cubic  feet  of  gas  the  customer's  bill 
could  be  reduced  in  the  amount  of  $24.88.  The  fact  that  such 
a  rate  is  inequitable  and  discriminatory  appears  from  this 
example. 

The  counsel  for  the  four  petitioners  in  this  matter  asked  that 
the  testimony  be  taken  as  if  the  companies  constituted  a  single 
entity.  The  ownership  of  the  four  companies  is  vested  almost 
entirely  in  the  Elizabethtown  Gas  Light  Company,  which  com- 
pany, therefore,  directly  controls  its  three  subsidiaries.  The 
Board  considers  it  highly  desirable,  therefore,  that  these  com- 
panies should  merge  and  become  one  in  form  as  well  as  in  fact. 
The  testimony  offered  on  behalf  of  the  Elizabethtown  Gas  Light 
Company  to  the  effect  that  such  a  merger  would  not  result  in 
economy  does  not  appear  to  the  Board  to  be  based  on  sound 
principles  as  it  is  contrary  to  the  usual  experience  in  such  cases. 
The  officers  in  three  out  of  four  of  the  companies  are  now 
practically  the  same  and  the  fact  that  the  companies  were  merged 
should  make  a  difference  with  respect  to  franchise  taxes,  the 
making  of  annual  reports  and  other  duplications  of  effort  now 
necessary  by  reason  of  the  separate  entities  now  existing. 

WHOLESALE  RATE  TO  PERTH  AMBOY  GAS  LIGHT  COMPANY. 

The  expert  engineer  for  the  petitioners  developed  a  rate  of 
fifty-seven  cents  based  on  six  and  a  half  cent  oil  for  serving  this 
company.     The  expert  engineer  for  the  objectors  developed  a 
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rate  of  fifty- four  cents  per  thousand  cubic  feet  for  this  same 
service.  In  both  of  these  cases,  however,  the  apportionment  of 
the  franchise  tax  does  not  appear  to  have  been  made  a  per- 
centage of  all  other  costs.  Had  this  been  done,  the  figures 
would  have  been  somewhat  increased.  The  increases  in  wages 
and  in  the  cost  of  oil  might  very  reasonably  bring  the  company's 
estimate  in  excess  of  sixty  cents  on  the  high  basis  assumed  as 
the  value  of  the  property  and  the  rate  of  fifty-four  cents  pro- 
posed by  the  objectors  would  likewise  be  increased  if  the  basis 
of  value  were  taken  to  equal  that  as  found  by  the  Board.  A 
consideration  of  these  facts  would  indicate  that  the  proposed 
rate  of  sixty  cents  for  service  of  gas  to  the  Perth  Amboy  Gas 
Light  Company  is  reasonable  and  should  be  allowed. 

CONCLUSIONS. 

The  Board  therefore  finds  and  determines: 

1.  That  the  rates  as  filed  will  be  disapproved. 

2.  That,  on  or  before  May  25th,  the  petitioners  may  each 
file  a  new  schedule  of  net  rates,  effective  for  sales  made  on  and 
after  June  i,  1920,  as  follows: 

DOMESTIC  AND  COMMERCIAI,  CUSTOMERS 

For  the  first  100,000  cubic  feet  per  month,  at  the  rate  of  $1.15  net  per  M. 

cubic  feet. 
For  the  next  100,000  cubic  feet  per  month,  at  the  rate  of  $0.95  net  per  M. 

cubic  feet. 
For  the  next  100,000  cubic  feet  per  month,  at  the  rate  of  $0.90  net  per  M. 

cubic  feet. 
For  the  next  200,000  cubic  feet  per  month,  at  the  rate  of  $0.85  net  per  M. 

cubic  feet. 
For  the  excess  over  500,000  cubic  feet  per  month,  at  the  rate  of  $0.80  net  per 

M.  cubic  feet. 
The  minimum  bill  to  be  rendered  is  fifty  cents  per  month. 

Bills  due  and  payable  within  ten  days  after  rendering  same 
with  no  discount. 

3.  That  the  Elizabethtown  Gas  Light  Company  may  file  a 
wholesale  rate  for  serving  the  Perth  Amboy  Gas  Light  Com- 
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pany,   the  Cranford   Gas  Light   Company,   the   Metuchen   Gas 
Light  Company  and  the  Rahway  Gas  Light  Company  as  follows ; 
Sixty  cents  per  thousand  cubic  feet  so  long  as  served 
substantially  the  same  quantities  of  gas  under  the  same 
conditions  as  now  obtain. 
4.  It  is  recommended  that  the  petitioners  in  this  matter  merge 
as  soon  as  this  may  be  conveniently  done. 
Dated  May  12,  1920. 

commissioner   WRIGHT   DISSENTS. 

By  Commissioner  Gaul: 

I  agree  with  Commissioners  Slocum  and  Knight  in  the  con- 
clusions stated  in  the  foregoing  report.  I  approve  of  the  adop- 
tion of  the  report  but  file  the  following  in  addition  thereto. 

Anything  which  interferes  with  the  attraction  of  capital  to 
a  public  utility  handicaps  the  development  of  the  territory  served. 
That  to  increase  rates  enough  to  attract  capital  will  increase 
the  cost  of  living  is,  in  a  measure,  true,  but  the  refusal  to  grant 
sufficient  rates  is  "penny  wise  pound  foolish,''  and  inadequate 
service  will  result,  which  through  indirect  costs,  will  increase 
the  cost  of  living  many  times  the  increase  necessary  to  attract 
capital. 

Discriminating  against  the  utilities  by  limiting  their  net  earn- 
ings to  half  or  less  than  half  of  the  purchasing  power  of  their 
pre-war  net  return  will  prevent  them  from  obtaining  capital  in 
competition  with  other  industries  whose  earnings  are  not  so 
limited. 

It  would  be  difficult  to  convince  a  wage  earner  who  is  receiv- 
ing as  wages  today  the  same  number  of  dollars  he  did  before 
the  war,  that  he  is  receiving  a  fair  wage.  If  a  utility  earns  the 
same  number  of  dollars  net  return  as  before  the  war,  it  would 
take  more  than  plausible  argument  to  convince  the  investor  that 
he  is  not  bearing  a  burden  in  the  reduced  purchasing  power  of 
his  return.  Capital,  like  labor,  is  now  demanding  more  dollars 
as  wages  than  in  pre-war  times,  and  the  investor  also  requires 
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that  business  show  a  greater  percentage  of  net  return  to  assure 
payment  of  interest  and  dividends. 

In  wages  paid  to  either  labor  or  capital  the  value  of  the  dollar 
lies  in  its  exchange  or  purchasing  power,  or  in  other  words,  its 
power  to  render  service.  People  are  paying  more  dollars  to- 
day for  labor  performed.  This  means  that  the  dollar  is  render- 
ing less  service.  People  are  paying  a  greater  rate  of  return  to- 
day for  the  use  of  a  dollar  which  will  render  half  or  less  than 
half  the  service  of  the  pre-war  dollar.  Therefore,  if  one  is  to 
be  fair  enough  to  pay  for  service  rendered,  he  must  surely  allow 
a  greater  return  to  the  pre-war  invested  dollar  than  to  the  present 
day  invested  dollar.  All  competitive  business  recognizes  this 
difference  in  service  rendered  and  allows  for  it  in  the  selling 
price  of  the  product.  Those  utilities  which  have  not  been  per- 
mitted to  do  likewise  have  found  it  almost  impossible  to  raise 
capital. 

To  attract  new  capital  to  a  utility  it  is,  in  my  opinion,  essential 
that  the  purchasing  power  of  the  present  return  should  be  com- 
mensurate with  the  purchasing  power  of  the  fair  return  which 
attracted  capital  to  the  utility  originally. 


No.  785. 

In  the  Matter  of  the  Application  of  the  Perth  Amboy 
Gas  Light  Company  for  Increased  Rates. 

1.  The  net  base  rate  of  the  petitioner  is  90c  per  M.  cubic  feet.  This  has 
been  in  eflfect  since  March,  1913. 

2.  By  its  report  of  even  date  the  Board  has  permitted  the  Elizabethtown  Gas 
Light  Company  and  its  subsidiaries  to  file  a  schedule  of  rates  based  on  a  net 
rate  of  $11 5  per  M.  cubic  feet. 

3.  While  calculations  in  the  present  proceeding  if  given  exclusive  considera- 
tion would  indicate  that  $1.17  per  M.  cubic  feet  as  a  net  base  rate  would  not  be 
unreasonable,  the  Board  does  not  feel  justified  in  fixing  this  as  the  base  rate. 
An  increase  to  the  people  of  Perth  Amboy  even  though  slightly  in  excess  of 
that  to  the  people  of  adjacent  municipalities  all  of  whom  have  been  supplied 
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at  the  same  rate  for  a  long  period  of  time  would  be  resented  to  a  degree 
which  might  seriously  affect  the  revenues  expected  to  be  derived  from  the 
rate  fixed.  An  increase  equal  in  amount  to  that  allowed  in  adjacent  com- 
munities would  obviate  this. 

4.  The  Board  finds  and  determines  as  a  just  and  reasonable  rate  $1.15  per 
M.  cubic  feet. 

William  M.  Wherry,  for  the  Petitioner. 

Leo  Goldberger,  for  City  of  Perth  Amboy. 

/.  H.  T.  Martin,  for  Township  of  Woodbridge. 

The  petitioner  filed  with  the  Board  the  following  schedule  of 
rates : 

For  600  cubic  feet  or  over,  it  will  charge  $1.40  per  thousand  cubic  feet,  with 
a  discount  of  20c  if  paid  on  or  before  ten  days  after  presentation  of 
the  bill. 

A  minimum  charge  of  50  cents  per  month  per  meter  consuming  500  feet  or 
less. 

It  was  agreed  that  the  hearings  in  this  case  should  be  de- 
pendent upon  and  follow  the  hearings  of  the  petitions  of  the 
Elizabethtown  Gas  Light  Company  and  its  subsidiaries  for  the 
reason  that  about  two-thirds  of  the  gas  sold  by  the  i>etitioner 
is  purchased  from  the  Elizabethtown  Gas  Light  Company. 

The  Perth  Amboy  Gas  Light  Company  was  incorporated  by 
special  act  approved  May  8,  1861,  and  began  business  in  Oc- 
tober, 1872.  It  has  outstanding  no  funded  indebtedness,  $149,- 
750  of  capital  stock,  and  corporate  surplus  of  $136,440.41. 

BASIS   OF   VALUATION. 

Counsel  for  the  petitioner  introduced  testimony  with  respect 
to  the  value  of  the  property  of  the  company  on  the  basis  of 
the  present  prevailing  costs  for  labor  and  material  required  to 
reproduce  the  plant  and  property  of  the  petitioner.  A  stipulation 
was  filed  by  counsel  February  26,  1920,  in  w^hich  it  was  agreed 
"that  the  exhibits  and  evidence  taken  bv  the  Commission  on  the 


Digitized  by 


Google 


98  Board  of  Pubuc  Utiuty  Commissioners. 

Perth  Amboy  Gas  Light  Co. — Rates. 

hearings  in  the  Elizabethtown  Gas  Light  Company  matter,  which 
has  preceded  this  matter,  may  be  taken  as  evidence  in  this  case 
in  so  far  as  the  same  is  relevant." 

In  the  Board's  report  on  the  matter  of  the  application  of  the 
Elizabethtown  Gas  Light  Company  and  its  subsidiaries  for  in- 
creased rates,  the  basis  of  valuation  is  discused  at  more  length 
than  herein  and  is  referred  to  as  the  basis  to  be  taken  in  this 
matter. 

BOOK  VALUES. 

The  value  of  the  fixed  capital  of  the  petitioner,  as  of  De- 
cember 31,  1 919,  as  given  in  its  annual  report  for  that  year  to 
this  Board,  was  $357,198.83.  In  an  exhibit  submitted  on  behalf 
of  the  petitioner,  entitled  "Statement  Showing  Uncompensated 
Deficits  for  Each  Year  and  Accumulated  with  the  Fair  Return 
on  Invested  Capital  Estimated  at  Seven  Per  Cent.,'*  the  com- 
pany's expert  accountant  shows  a  total  invested  capital  (after 
adjustments  made)  in  the  amount  of  $420,338.84  (the  Board 
does  not  pass  upon  the  adjustments  in  this  report)  or  a  total 
value,  including  deficits  below  a  return  of  seven  per  cent,  on 
such  capital,  of  $726,898.38.  The  Board  is  of  the  opinion,  how- 
ever, that  such  calculations  are  not  in  themselves  conclusive  as 
to  the  fair  value  of  the  property  of  a  company  for  the  reason 
that  the  intangible  value  so  developed  should  bear  a  reasonable 
relation  to  the  underlying  tangible  capital.  In  the  exhibit  in 
question  the  uncompensated  deficits  are  nearly  100  per  cent,  of 
the  underlying  tangible  capital  upon  which  the  calculation  is 
based. 

VALUE  ON   THE  BASIS  OF  REPRODUCTION   COST. 

The  witness  for  the  petitioner  in  this  case  found  a  value  (on 
the  basis  of  unit  costs  prevailing  during  the  latter  part  of  the 
year  191 8)  of  $769,553  cost  new  of  structures  as  shown  in  more 
detail  in  Table  I  which  follows: 
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TABLE  I. 

FAIR    VALUE   OF   PROPERTY    AS    CLAIMED   BY    PETITIONER    AND   AS    FOUND  BY    BOARD. 

As  found 

Company,  by  Board. 

Reproduction  Cost  New  Structure  12-31-18 $769,553  $353,755 

Deduct  Accrued  Depreciation  at  12-31 -18 81,306  44,735 

Depreciated  Reproduction  Cost  New  12-31 -18 $688,247  $309,020 

Land,  Randolph's  figure  excluding  State  Street 48,675 

Land,  Appraised  Value  1919 56,175 

Depreciated  Reproduction  Cost  New 

Tangible  Fixed  Capital  12-31-18 $736,922  $365,195 

Intangible  Capital  as  estimated 245,588  67,610 

Total  Fixed  Capital  12-31-18 $982,510  $432,805 

Additions  for  1919,  Book 334^5 

Estimated  Additions,  first  half  1920 8,710 


Fair  Value  of  Fixed  Capital  6-30-20 $475,000 

Working  Capital $45»ooo  25,000 

Fair  Value  of  Property,  Randolph  12-31-18 $1,027,510 

Fair  Value  of  Property  as  found  6-30-20 $500,000 

In  accordance  with  the  stipulation  the  Board  finds  the  valua- 
tion, as  shown  in  Table  I,  on  the  basis  of  pre-war  unit  costs  for 
that  part  of  the  property  installed  prior  to  January  i,  191 6,  and 
added  thereto  the  actual  book  costs  since  that  time.  This  valua- 
tion has  been  continued  to  the  date  of  June  30,  1920,  the  middle 
of  the  present  year.  The  actual  depreciation  reserve  accumu- 
lated is  deducted  to  ascertain  physical  values  but  afterwards 
allowed  as  an  intangible  value  because  not  earned. 

The  petitioner's  witness  has  made  no  attempt  to  develop  unit 
prices  based  on  average  prices  for  a  period  of  years  which  would 
appear  to  be  more  equitable  both  to  the  company  and  customers. 
The  intangible  value  estimated  by  the  company's  expert  is 
$245,588,  which  is  based  entirely  on  the  opinion  of  the  experts 
without  any  supporting  evidence.     Intangible  value  allowed  by 
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the  Board  is  based  on  an  allowance  for  organization  and  devel- 
opment increased  by  unearned  depreciation  which  affirmative 
evidence  in  the  case  shows  lias  not  been  earned  by  the  company. 
The  Board  finds  that  the  fair  value  of  the  property  of  the 
applicant  company  as  of  January  i,  1920  (including  therein 
working  capital  in  the  amount  of  $25,000),  is  $491,290,  and 
that  of  June  30,  1920,  this  is  estimated  in  round  figures  to  be 
$500,000  as  a  basis  for  making  rates. 

REVENUE   DEDUCTIONS. 

So  far  as  developed  in  the  case  the  operating  expenses  for  1920 
may  be  based  on  those  for  19 19  with  the  assumption  that  the 
gas  purchased  from  the  Elizabethtown  Gas  Light  Company  will 
be  included  in  the  rate  found  by  the  Board.  This  rate  having 
been  now  fixed  at  sixty  cents,  permits  of  estimating  the  1920 
expenses  on  this  basis.  In  this  estimate  it  is  assumed  that  the 
same  amount  of  coal  gas  would  be  manufactured  by  the  company 
in  1920  as  in  191 9,  and  that  it  will  purchase  142  million  cubic  feet 
at  sixty  cents  from  the  Elizabethtown  Gas  Light  Company.  Table 
II  indicates  that  the  total  revenue  deductions  for  the  year  1920 
will  be  $202, 19a 

TABLE  II. 

REVENUE  DEDUCTIONS  FOR    I92O  BASED  ON    IQIQ   STATISTICS   PLUS   FIVE   PER  CENT. 
INCREASE  IN   METERED  CONSUMPTION  UNDER  NEW  RATES. 

Production  Expense: 

Coal  Gas,  69,084  M.  cubic  feet  made  (net) $40,715 

Water  Gas,  142,000  M.  cubic  feet  purchased  (60c) 85,200 

Production  Expenses  net $125,915 

Other  Expenses  omitting  amortization 55  JQO 

Amortization   8,285 

Operating  Expenses $189,390 

Taxes  Estimated  10,700 

Uncollectible  Bills 2,100 

Total  Revenue  Deductions $202,190 
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The  company's  expert  engineer  made  no  calculations  for  1920 
for  the  reason  that  he  did  not  know  what  rate  would  be  fixed  for 
the  gas  purchased  by  the  petitioner.  His  valuation  of  upwards 
of  a  million  dollars  would  lead  to  a  higher  rate  than  the  $1.20  net 
rate  applied  for. 

GROSS  REVENUE  REQUIRED  ON  BASIS  SET  FORTH. 

Assuming  that  the  company  is  entitled  to  a  return  of  eight  per 
cent,  on  the  fair  value  of  its  property  (as  heretofore  determined 
in  Table  I),  and  that  the  revenue  deductions  will  be  the  same  as 
shown  in  Table  II,  Table  III  has  been  computed,  and  follows : 

TABLE  in. 

ESTIMATED    REVENUE    REQUIRED    TO   COVER    RETURN    ON    FAIR   VALUE    OF    PROPERTY 
AND  REVENUE  DEDUCTIONS. 

8  per  cent,  on  $500,000  (Table  I) $40,000 

Revenue  Deductions  (Table  II) 202,190 

Total   Revenue  Required   $242,190 

Less  Sale  of  Residuals  I7»292 

Revenue  Required  from  Sales  of  Gas $224,898 

$224,898  on  approximately   192,000  M.  cubic   feet  sold  indicates  an 

average  rate  of $1171 

The  costs  of  labor,  fuel  and  other  material  used  by  the  appli- 
cant company  have  an  upward  trend,  and  the  company  has  failed 
to  earn  a  fair  return  from  the  date  the  proposed  rates  were  to 
become  effective  down  to  the  present  time. 

The  net  base  rate  of  the  petitioner  is  ninety  cents  per  thousand 
cubic  feet.  This  has  been  in  effect  since  March,  1913.  At  that 
time  that  rate  was  fixed  by  this  Board  as  just  and  reasonable  rate 
for  the  Passaic  Division  of  Public  Service  Gas  Company.  The 
Board  recommended  that  the  said  company  extend  the  rate  fixed 
for  the  Passaic  Division  to  the  rest  of  the  territory  supplied  by  it. 
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That  company  accepted  the  recommendation.  At  the  same  time 
the  petitioner  company  as  well  as  the  Elizabethtown  Gas  Light 
Company  and  its  subsidiaries  reduced  their  then  existing  rates  to 
the  same  net  base  rate.  By  its  report  of  even  date  herewith  the 
Board  has  permitted  the  Elizabethtown  Gas  L4ght  Company  and 
its  subsidiaries  to  file  a  schedule  of  rates  based  on  a  net  rate  of 
$1.15  per  thousand  cubic  feet.  Previously  the  Board  permitted 
the  Public  Service  Gas  Company  to  file  the  same  net  base  rate. 
While  the  calculations  in  the  present  proceeding  if  given  exclu- 
sive consideration  would  indicate  that  $1.17  per  thousand  cubic 
feet  as  a  net  base  rate  would  not  be  unreasonable,  the  Board  does 
not  feel  justified  in  fixing  this  as  the  base  rate. 
•  An  increase  to  the  people  of  Perth  Amboy,  even  though  slightly 
in  excess  of  that  to  the  people  of  adjacent  municipalities,  all  of 
whom  have  been  supplied  at  the  same  rate  for  a  long  period  of 
time,  would  be  resented  to  a  degree  which  might  seriously  affect 
the  revenues  expected  to  be  derived  from  the  rate  fixed.  An  in- 
crease equal  in  amount  to  that  allowed  in  adjacent  communities 
would  obviate  this.  The  Board  therefore  finds  and  fixes  as  a 
just  and  reasonable  rate  $1.15  per  thousand  cubic  feet. 

The  minimum  bill  of  fifty  cents  for  500  cubic  feet  results  in  a 
rate  of  $1.00  per  thousand  cubic  feet  for  such  customers  as  may 
use  exactly  500  cubic  feet — a  lower  rate  than  proposed  for  cus- 
tomers using  tnore  gas.  This  is  inequitable  and  will  not  be  ap- 
proved. 

The  Board  therefore  finds  and  determines : 

I.  That  the  applicant  company  may  file,  on  or  before  May  25, 
1920,  effective  for  sales  made  on  and  after  June  i,  1920,  the  fol- 
lowing schedule  of  rates : . 

$1.15  net  per  1,000  cubic  feet  of  gas  sold. 

The  minimum  monthly  bill  of  fifty  cents  is  to  be  rendered  for 
gas  computed  at  this  rate. 

Bills  to  be  due  and  payable  within  ten  days  after  presentation. 

Dated  May  12,  1920. 
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No.  786. 

In  RE  Appucation  of  Robert  B.  Chew,  Trustee  of  th^ 
Ocean  City  Electric  Railroad  Company  for  Approval 
OF  A  New  Rate  of  Fare. 

1.  The  Ocean  City  Electric  Railroad  Company  is  operated  by  a  trustee  ap- 
pointed by  the  Chancellor  under  a  statute  which  provides  that  when  the  opera- 
tion of  a  street  railway  in  any  city  of  the  fourth  class  has  been  abandoned 
such  city  may  make  application  to  the  Chancellor,  praying  for  the  appoint- 
ment of  a  trustee  or  receiver  to  operate  the  same.  The  moneys  required  for 
the  operation  of  such  street  railway  may  be  raised  by  the  cities  as  for  an 
emergency. 

2.  The  trustee  asserts  that  it  is  impossible  to  operate  the  road  under  a  far^ 
of  seven  cents  without  causing  a  substantial  deficit  which  must  be  borne  by 
the  city.  It  is  proposed  to  charge  a  single  fare  of  ten  cents,  with  the  proviso 
that  between  June  15th  and  September  15th,  1920,  a  commutation  ticket  good 
between  said  dates  shall  be  sold  at  a  rate  of  14  rides  for  $1.00. 

3.  As  it  appears  to  be  the  desire  of  the  municipal  government  and  of  the 
public,  so  far  as  public  sentiment  has  been  made  manifest  by  the  governing 
body  of  the  municipality  and  civic  organizations,  independent  of  the  municipal 
government,  that  the  fare  should  be  increased  the  Board  will  approve  the 
rates  submitted. 

/.  Fithian  Tatem,  for  the  Petitioner. 

The  Ocean  City  Electric  Railroad  Company  is  operated  during 
part  of  the  year  by  a  trustee  appointed  by  the  Chancellor  in  ac- 
cordance with  Chapter  169,  N.  J.  P.  L.  1919. 
This  act  in  part  provides  that: 

"Whenever  and  wherever  the  owner  or  owners  of 
any  street  railway  which  has  heretofore  been  operated 
in  any  city  of  the  fourth  class  in  this  State  shall 
abandon  the  operation  thereof,  or  having  ceased  such 
operation  shall  neglect  or  refuse  to  operate  the  same 
after  having  been  requested  so  to  do  by  a  resolution  of 
the  governing  body  of  such  city,  then  such  city  may 
make  application  to  the  Chancellor  by  its  petition  set- 
ting forth  the  facts,  and  praying  for  the  appointment 
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of  a  trustee  or  trustees,  receiver  or  receivers,  to  operate 

the  same  under  the  Chancellor's  orders." 
********* 

**The  moneys  required  for  the  operation  of  such 
street  railway  as  herein  provided  for  may  be  raised  by 
such  cities  as  for  an  emergency,  and  for  that  purpose 
they  may  borrow  money  on  their  promissory  notes  for 
the  same;  provided,  that  such  notes,  or  any  of  them, 
if  unpaid,  shall  be  paid  out  of  taxes  raised  in  the  next 
year  tax  levy." 
The  Ocean  City  Electric  Railroad  Company  is  the  only  street 
railway  in  the  State  being  operated  under  the  law  referred  to. 

For  the  past  two  years  the  fare  charged  when  the  road  has 
ben  operated  has  been  a  straight  fare  of  seven  cents. 

The  trustee  assets  that  it  is  impossible  to  operate  the  road 
under  the  fare  of  seven  cents  "without  causing  a  substantial 
deficit  as  the  result  of  said  operation,  which  deficit  under  the 
provisions  of  the  statute  above  referred  to,  must  be  borne  by  the 
City  of  Ocean  City  upon  whose  application  your  petitioner  was 
appointed  trustee." 

The  Board  is  asked  to  approve  a  single  fare  charge  of  ten 
cents,  with  the  proviso  that  between  June  15  and  September 
15,  1920,  a  commutation  ticket,  good  between  said  dates,  shall 
be  sold  at  a  rate  of  fourteen  rides  for  $1.00. 

The  petition  is  endorsed  by  the  Board  of  Commissioners  of 
Ocean  City,  the  local  Chamber  of  Commerce,  the  South  Ocean 
City  Improvement  Association  and  the  Young  Men's  Progres- 
sive League. 

Hearing  has  been  held  on  the  petition  and  no  protest  has  been 
received  against  granting  the  increase  asked  for.  After  con- 
sideration of  all  the  facts  and  circumstances  the  Board  is  of  the 
opinion  the  conditions  of  operation  in  this  seasonal  resort  are 
such  that,  as  stated  by  the  Trustee,  continued  operation  under 
the  existing  rate  of  fare  will  result  in  a  deficit  which  would  have 
to  be  made  up  by  the  municipality. 
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Those  who  benefit  by  the  operation  of  the  road  are  largely 
sojourners  for  a  comparatively  short  period  during  the  summer 
at  the  resort.  While  the  rate  proposed  is  exceptionally  high  and 
under  normal  conditions  of  operation  might  tend  to  discourage 
travel  to  an  extent  which  would  defeat  its  purpose,  it  is  proba- 
ble that  during  the  season  of  operation  it  will  not  greatly  deter 
those  who  would  be  inclined  to  use  the  road. 

If  the  operation  continues  under  a  fare  which  would  result  in 
a  substantial  deficit,  this  would  have  to  be  defrayed  by  a  com- 
paratively small  number  of  residents  and  taxpayers. 

There  may  be  some  question  whether  the  provision  of  the 
street  railway  facilities  at  the  lower  rate  of  fare  would  not  add 
to  the  attractiveness  of  the  resort  and  therefore  be  a  wise  mu- 
nicipal expenditure  from  which  ultimately  the  municipality 
would  receive  a  benefit  that  would  offset  the  am.ount  made  up 
as  a  deficit. 

This,  however,  would  be  a  matter  for  the  people  of  the  mu- 
nicipality to  decide  for  themselves. 

As  it  appears  to  be  the  desire  of  the  municipal  government,  and 
of  the  public,  so  far  as  public  sentiment  has  been  made  manifest 
by  the  governing  body  of  the  municipality  and  civic  organiza- 
tions, independent  of  the  municipal  government,  that  the  fare 
should  be  increased,  the  Board  will  approve  the  rates  submitted 
and  will  permit  the  same  to  be  made  effective  May  28,  1920. 

Dated  May  20,  1920. 


No.  787. 

In  the  Matter  oe  the  Application  oe  the  Ocean  City 
Sfwhj^  Company  for  Approval  of  the  Issue  of  $51,500 
IN  Bonds. 

1.  Application  is  made  for  approval  of  and  issue  of  bonds  to  capitalize 
expenditures  up  to  December  26th,  1919. 

2.  It  IS  proper  to  determine  the  amount  of  securities  which  might  be  ap- 
proved at  the  present  time  on  the  basis  of  the  excess  of  fixed  capital  expen- 
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ditures  as  of  December  31,  1919,  over  the  cash  received  for  all  of  the  securi- 
ties issued  since  the  approval  of  the  company's  first  application  in  1912. 

3.  Financing  is  disapproved  which  involves  an  undue  issue  of  bonds  as 
compared  with  stock.  Where  the  stocks  and  bonds  outstanding  amount  re- 
spectively to  $25,000  and  $180,000,  a  total  of  construction  expenditures,  not 
capitalized  for  which  securities  might  issue  is  $27,530.06  and  an  issuance  of 
bonds  to  the  amount  of  $11,000  has  been  approved,  the  Board  will  not  approve 
the  issuance  of  bonds  for  the  balance,  but  will  consider  an  application  for 
an  issue  of  stock  in  place  thereof. 

/.  Fithian  Tatem,  for  the  Company. 

The  original  petition  was  received  February  17,  1919,  re- 
questing the  approval  of  the  issue  of  $47,500  in  bonds.  A  sup- 
plemental petition  was  filed  February  11,  1920,  which  requested 
the  approval  of  $51,500  in  bonds  to  reimburse  the  company  for 
construction  expenditures  made  up  to  December  31,  1919.  Both 
petitions  contemplate  the  issue  of  bonds  at  80,  and  the  only 
essential  difference  between  them  is  that  the  supplemental  peti- 
tion includes  the  period  for  which  it  is  proposed  to  capitalize 
expenditures,  up  to  December  26,  1919,  whereas  the  first  peti- 
tion covered  the  f>eriod  to  December  31,  1918. 

In  the  original  petition  detailed  statements.  Exhibits  "C,**  **D,'' 
**E"  and  **F,"  were  attached,  showing  the  cost  of  various  items 
of  construction  from  October,  1912,  to  December  31,  1918.  The 
construction  expenditures  during  this  period,  after  deducting  the 
expenditures  of  $25,000  for  which  cash  was  received  from  the 
sale  of  bonds  approved  August  15,  1916,  totals  $37,351.13. 

The  company  has  kept  for  a  considerable  number  of  years  a 
careful  record  of  its  construction  expenditures,  and»  in  view  of 
this  fact  and  the  uncertainty  as  to  the  dates  covered  by  the  two 
previous  approvals  in  191 2,  it  is  proper  to  determine  the  amount 
of  securities  which  might  be  approved  at  the  present  time  on  the 
basis  of  the  excess  of  fixed  capital  expenditures  as  of  December 
31,  1919,  over  the  cash  received  for  all  of  the  securities  issued 
since  the  approval  of  the  company's  first  application  in  1912. 

As  a  result  of  this  first  petition,  filed  February  29,  191 2,  the 
Board  gave  approval  of  the  issue  of  bonds  in  the  amount  of 


Digitized  by 


Google 


Board  of  Pubuc  Utility  Commissioners.  107 

Ocean  City  Sewer  Co. — Bonds. 

$128,000.  This  was  to  provide  for  refunding  of  bonds,  exten- 
sion warrants,  promissory  notes  and  bills  payable,  amounting 
to  $116,275.  These  liabilities,  it  was  stated,  had  been  incurred 
in  connection  with  construction  work.  In.  addition,  the  company 
contemplated  new  construction  work  involving  an  expenditure  of 
about  $12,000,  making  a  total  of  $128,275.  At  the  time  the 
Board  gave  its  approval  of  the  issue  of  these  bonds,  it  was  ex- 
pected that  they  would  be  issued  at  par,  but  it  was  later  found 
that  the  best  figure  obtainable  was  95  and  this  involved  a  bond 
discount  of  $6,400  which  was  later  included  in  an  application 
dated  July  29,  1912.  A  subsequent  application  for  $22,000  was 
approved  by  the  Board  for  the  partial  capitalization  of  the  bond 
discount  referred  to  above  and  construction  expenditures  and 
additions  to  be  made  subsequent  to  July  29,  1912. 

Summing  up  the  above,  there  was  approved  during  191 2, 
$150,000  in  bonds  at  95,  which  netted  $142,500.  Of  this  amount, 
$116,275  was  used  for  refunding  purposes  and  for  capitalizing 
expenditures  made  up  to  the  date  of  the  first  petition,  leaving 
a  balance  to  apply  to  expenditures  subsequent  to  February  29, 
191 2  of  $26,225. 

As  a  result  of  an  application  made  in  July,  191 6,  the  com- 
pany issued  bonds  in  the  par  value  of  $30,000,  which  were  sold 
at  83 J^,  netting  $25,000;  so  that  the  total  of  bonds  outstand- 
ing as  of  the  present  time  is  $180,000.  The  total  proceeds  re- 
ceived from  bonds  issued  to  pay  for  construction  completed 
since  February  29,  1912,  is  the  sum  of  the  above  two  items,  viz., 
$51*225. 

On  May  15,  191 7,  approval  was  given  for  the  issue  of  $11,000 
in  bonds  at  83 J/^.  Although  these  securities  have  not  been  issued, 
they  would  have  netted  the  company  $9,166,  if  issued  at  83 J^^. 

The  total  fixed  capital,  per  books  of  the  company  on  December 

31,  19J8,  amounted  to    $219,661.25 

Total  fixed  capital,  as  of  February  29,  191 2,  amounted  to 142,825.49 

Increase    in    fixed    capital    during    the    intervening    period $76,835.76 
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The  supplemental  petition  shows  additional  expenditures  from 
January  i,  1919,  to  December  26,  1919,  amounting  to  $3,291.20 
and  the  company's  191 9  annual  report  shows  for  the  entire  year 
expenditures  amounting  to    3,322.30 

Adding  this  latter  amount  to  the  total  additions  subsequent 
to  February  29,  191 2,  as  given  above,  gives  a  total  of   $80,158.06 

From  the  above  it  has  been  shown  that  the  funds  received,  ap- 
plicable to  construction  made  since  February  29,  1912,  amount 
to     51,225.00 

Leaving  expenditures  uncapitalized  to  the  amount  of   $28,933.06 

as  of  December  31,   1919. 

Examination  made  by  the  Board's  inspector  shows  that  addi- 
tional credit  of  $200  should  be  made  to  fixed  capital  on  the  com- 
pany's books  for  an  air  compressor  sold  prior  to  December  i, 

1918.  The  supplemental  petition  indicates  that  582  feet  of  four 
inch  soil  pipe  were  removed,  which  is  estimated  to  have  cost 
the  company  approximately  $150;  also  that  184  feet  of  six  inch 
terra  cotta  pipe  were  removed  in  19 19,  which  is  estimated  to 
have  cost  the  company  approximately  $50.  These  three  items 
which  should  be  credited  to  the  fixed  capital  account  total,  there- 
fore, approximately  $400,  which,  if  made  as  of  December  31, 

191 9,  will  leave  an  uncapitalized  balance  of  $28,533.06.  Funds 
obtainable  from  the  issuance  of  the  item  of  $1 1,000  in  bonds,  viz., 
$9,166.66  still  further  reduce  the  amount  which  may  now  be 
capitalized  to  $19,366.40. 

The  deficit  account  on  the  company's  books  at  the  present 
time  includes  a  charge  made  several  years  ago  of  $7,500  dis- 
count on  $150,000  of  bonds  approved  in  1912.  It  is  suggested 
that,  if  the  company  so  desires,  so  much  of  this  item  as  may 
remain  after  deducting  a  proportionate  charge  for  amortization 
to  date  may  be  transferred  to  the  Unamortized  Debt  Discount 
and  Expense  Account  and  amortized  during  the  life  of  the  bonds. 

In  connection  with  this  investigation,  the  Board's  attention  has 
been  called  to  the  relation  between  the  amount  of  stock  out- 
standing, $25,000,  and  bonds  outstanding,  amounting  to  $180,- 
000,  and  which  it  is  proposed  by  the  company  to  still  further 
increase.  The  Board  cannot  approve  financing  on  a  basis  which 
involves  such  a  disproportionate  amount  of  bonds  as  related  to 
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Stock.  Such  proportionately  large  debts  entail  fixed  charges 
which  in  many  cases  result  in  seriously  embarrassing  a  com- 
pany's operations. 

CONCLUSIONS. 

The  Board  concludes: 

1.  That  the  total  amount  of  uncapitalized  construction  ex- 
penditures as  of  December  31,  191 9,  for  which  securities  might 
issue  is  $27,530.06. 

2.  A  certificate  has  already  been  given  approving  the  issue 
of  bonds  in  the  amount  of  $1 1 ,000,  which  it  was  expected  would 
net  $9,166.66. 

3.  The  Board  will  not  approve  the  issuance  of  bonds  for  the 
balance  of  these  expenditures,  but  will  consider  the  application  of 
the  company  for  an  is§ue  of  stock  in  place  therefor. 

Dated  May  27,  1920. 


No.  788. 

In  the  Matter  of  the  Application  of  the  Morris  and 
Somerset  Electric  Company  for  Approval  of  the  Issue 
OF  $200,000  IN  Stock  and  $350,000  Three  Year  Six 
Per  Cent.  Notes. 

1.  Application  is  made  for  approval  of  an  issue  of  $200,000  stock  and 
$350,0000  three-year  notes  for  the  following  purposes : 

To  provide  payment  for  the  purchase  of  the  underlying  electric  light  prop- 
erties located  in  Morristown  and  Boonton  and  >icinities.  which  properties 
have  herptofore  been  owned  bv  the  TTnitfl  FJ'^rtrir  C'om^^pny  of  Vew 
Jersey  and  operated  under  lease  by  the  Morris  and  Somerset  Electric  Com- 
pany as  to  the  Morristown  property  and  by  the  Boonton  Electric  Company 
as  to  the  property  located  in  Boonton. 

For  the  purchase  of  all  the  capital  stock  of  the  Boonton  Electric  Company. 

To  pay  for  certain  additions  and  extensions  to  the  plant  and  system  of  the 
company  already  completed  or  now  in  progress. 

2.  The  Board  approves  the  issues  of  securities  for  the  purchase  of  the  un- 
derlying properties  for  reimbursing  the  treasury  of  the  company  for  expen- 
ditures already  made  or  to  be  made  in  accordance  with  the  conditions  stated 
above. 
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3.  Approval  is  withheld  of  the  issue  of  capital  stock  of  the  Morris  and 
Somerset  Electric  Company  to  the  amount  of  $40,000  for  the  purchase  of  the 
Boonton  stock.  The  value  represented  by  this  stock  is  held  to  be  not  in 
excess  of  $11,000.  Where  definite  information  is  before  the  Board  as  to  the 
net  equities  represented  by  the  stock  outstanding  in  the  case  of  the  Boonton 
Electric  Company  the  Board  cannot  ignore  the  fact. 

John  R.  Hardin,  for  the  Company. 

This  application  was  received  April  13,  1920,  and  was  con- 
sidered by  the  Board  at  the  hearing  in  Newark  on  April  29th. 
In  this  matter  the  Morris  and  Somerset  Electric  Company  asks 
for  approval  of  the  issue  of  stock  in  the  amount  of  $200,000  and 
three  year  six  per  cent,  notes  in  the  amount  of  $350,000.  They 
are  to  be  issued  at  95  and  are  to  be  backed  up  by  the  deposit  of 
collateral  consisting  of  the  company's  five  per  cent,  bonds  in 
the  amount  of  $400,000,  for  the  issue  of  which  the  company 
also  asks  the  approval  of  the  Board. 

The  purposes  for  which  the  securities  are  to  be  issued  are 
three-fold : 

(i.)  "To  provide  payment  for  the  purchase  of  the  underlying 
electric  light  properties  located  in  Morristown  and  Boonton  and 
vicinities,  which  properties  have  heretofore  been  owned  by  the 
United  Electric  Company  of  New  Jersey  and  operated  under 
lease  by  the  Morris  and  Somerset  Electric  Company  as  to  the 
Morristown  property  and  by  the  Boonton  Electric  Company  as 
to  the  property  located  in  Boonton. 

(2.)  For  the  purchase  of  all  the  capital  stock  of  the  Boonton 
Electric   Company. 

(3.)  To  pay  for  certain  additions  and  extensions  to  the  plant 
and  system  of  the  company  already  completed  or  now  in 
progress. 

Item  ( I ) ,  the  purchase  of  the  underlying  properties,  calls  for 
a  payment  of  $350,000.  Item  (2),  the  purchase  of  the  capital 
stock  of  the  Boonton  Electric  Company,  amounting  to  $100,000, 
calls  for  an  expenditure  of  $40,000.  Payment  for  new  construc- 
tion work,  partly  completed  and  in  progress,  calls  for  an  expen- 
diture of  $192,500. 
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With  regard  to  the  first  item  an  appraisal  was  submitted,  show- 
ing that  the  valuation  of  the  underlying  electric  properties  located 
in  Morristown  and  vicinity  have  a  replacement  value  at  pre-war 
prices  of  $234,095.06.  This  appraisal  has  been  checked,  and  it 
is  found  that  the  basis  of  the  appraisal  is  the  same  as  approved 
by  the  Board  in  the  recent  appraisal  of  the  underlying  property 
operated  by  the  Boonton  Electric  Company  in  Boonton  and  vi- 
cinity. In  a  recent  case  before  the  Board,  involving  a  proposed 
new  schedule  of  rates  to  be  charged  by  the  Boonton  Electric  Com- 
pany, the  underlying  property  in  Boonton  was  appraised,  as  of 
1908,  at  $51,514,  cost  new.  The  aggregate  value  of  the  underly- 
ing properties  in  Morristown  and  in  Boonton,  obtained  from  the 
United  Electric  Company  of  New  Jersey,  is  $285,609.  These 
properties  are  taken  over  by  the  Morris  and  Somerset  Electric 
Company,  and  the  price  is  in  accordance  with  an  agreement 
reached  between  the  two  companies  by  which  the  leases  under 
which  the  properties  have  theretofore  been  operated  are  cancelled. 
The  rentals  paid  by  the  Morris  and  Somerset  and  Boonton  com- 
panies in  reference  to  the  United  Electric  Company  of  New  Jer- 
sey have  been  gradually  increasing,  and  will  reach  the  maximum 
of  $29,300  per  annum  on  January  i,  1923.  The  annual  rental,  it 
will  be  seen,  is  equivalent  to  a  six  per  cent,  return  on  a  valuation 
of  $488,333,  or  an  eight  per  cent,  return  on  $366,250.  From  this 
the  Board  has  concluded  that  the  purchase  of  these  properties  by 
the  Morris  and  Somerset  Company  for  the  price  of  $350,000  can 
only  result  in  ultimate  benefit  to  the  customers  of  the  company. 
The  elimination  of  the  complicated  situation  will  also  be  in  line 
with  efficiency  and  economy. 

The  secpnd  item  for  which  the  company  asks  approval  of  the 
issue  of  securities  is  the  purchase  of  all  of  the  capital  stock  of  the 
Boonton  Electric  Company  for  the  price  of  $40,000.  While  the 
capital  stock,  when  originally  issued,  represented  practically  noth- 
ing, the  Boonton  Electric  Company  has,  within  the  last  few 
months,  expended  considerable  sums  in  additions  and  extensions 
to  the  property.  A  large  part  of  these  extensions  is  represented 
by  accounts  payable  at  the  present  time. 
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To  determine  the  value  represented  by  the  Boonton  Electric 
Company's  stock  we  have  made  the  following  analysis.  In  the 
recent  proceeding  before  the  Board  by  which  the  Boonton  Elec- 
tric Company  was  authorized  to  file  a  new  schedule  of  rates,  the 
total  valuation  of  the  property,  including  working  capital  and  a 
small  amount  for  intangibles,  representing  a  develop- 
ment cost,  was  taken  as $i  14,000 

The  property  belonging  to  the  United  Electric 
Company,  under  lease  to  the  Boonton  Elec- 
tric Company,  had  been  previously  appraised 

at $51,514 

Of  this  total,  property  to  the  extent  of 29,172 


had  been  discarded  at  the  time  of  the  termi- 
nation of  the  Lord  Estate  lease,  leaving  in 
existence  at  the  present  time,  representing 
the  leased  property,  a  value  of $22,342      22,342 

Deducting  this  leaves  a  value  of  the  property  belong- 
ing to  the  Boonton  Electric  Company  of $91,658 

Deducting  also  reserve  for  amortization  of 12,646 

leaves  a  value  represented  by  the  company's  securities  of    $79,012 

Deducting  the  face  value  of  the  Boonton  Electric 
Company's  bonds,  amounting  to 45»o^^ 

leaves,  as  representing  stock  or  bills  and  accounts  pay- 
able        $34*012 

The  difference  between  liability  and  asset  accounts 
not  represented  by  physical  property  shows  a  total 
liability,  mostly  represented  by  accounts  payable,  as 
of  December  31,  1919,  of 23,000 

Deducting  this  leaves  a  balance  of $1 1,012 

as  the  actual  amount  of  value  represented  by  the  Boon- 
ton  Electric  Company's  stock. 


Digitized  by 


Google 


Board  of  Public  UxiutY  Commissioners.  113 

Morris  and  Somerset  Elec.  Co. — Securities. 

The  Morris  and  Somerset  Electric  Company,  as  is  well  known, 
has  been  selling  current  on  a  wholesale  basis  to  the  Boonton  Elec- 
tric Company.  Certain  improvements  in  the  economy  and  effi- 
ciency should  result  from  a  closer  relationship  in  the  management 
of  these  companies.  The  balance  of  the  expenditures  for  which 
the  company  desires  to  issue  securities  consists  of  two  principal 
items  for  reimbursing  the  treasury  of  the  Morris  and  Somerset 
Electric  Company  for  uncapitalized  expenditures  up  to  December 
31,  1919,  amounting  to  abount  $30,000,  and  for  the  purpose  of 
capitalizing  extensions  and  improvements  estimated  at  $220,595 
to  the  present  amount  of  $162,500,  making  a  total  required  at 
the  present  time  to  take  care  of  construction  work  either  com- 
pleted or  in  progress  of  $192,500. 

The  financial  statement?  made  by  the  company  have  been 
checked  by  the  Board's  engineer  and  are  reported  as  substantially 
correct.  Four  security  issues  have  heretofore  been  approved  for 
the  Morris  and  Somerset  Company  by  the  Board,  the  first 
approval  being  g^ven  February  27,  1912,  for  certain  additions 
and  extensions  to  the  distribution  system  and  each  of  the  other 
approvals  has  also  covered  additions  and  extensions.  The  addi- 
tions to  fixed  capital  account  not  represented  by  securities  issued 
can  therefore  be  ascertained  correctly  by  analysis  of  the  com- 
pany's book  accounts.  Computing  the  uncapitalized  expenditures 
in  this  manner  does  not  imply  either  the  approval  or  disapproval 
of  the  total  amount  as  charged  in  the  fixed  capital  account  and 
in  eflfect  takes  into  consideration  only  the  additions  that  have  been 
made  since  the  first  approval  in  19 12. 

The  1919  annual  report  shows  fixed  capital  at  the  close  of  1919 

amounting   to    $548,940.89 

Corstntction  work  in  progress   12,818.70 

Total    $6^1,759.59 

Funded  debt  outstanding   $35<>  000 

Bonds  held  in  sinking  fund  53  <t^ 
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Balance  outstanding   $297,000 

Capital  stock  outstanding  150,000 

Total   securities  outstanding   $447,000.00 

Fixed  capital  expenditures  not  represented  by  securities $214,759.59 

The  balance  in  reserve  for  accrued  amortization  of  capital  is 180,446.22 

Balance  against  which  additional  securities  may  be  issued  as  of 
December  31,  1919  $34,313-37 

Subsequent  to  December  31,  19 19,  a  petition  was  received  and 
approval  given  for  the  sale  of  certain  power  plant  equipment  hav- 
ing an  estimated  first  cost  of  $31,365.60,  which  would  be  credited 
against  fixed  capital  account  and,  deducting  the  selling  price  from 
this  total,  leaves  an  amount  of  $25,365.60  to  be  debited  against 
the  amortization  reserve  account.  If  the  difference  between  this 
debit  and  credit,  namely,  $6,000,  is  deducted  from  the  balance  of 
uncapitalized  expenditures  shown  above,  namely,  $34,313.37, 
there  will  be  left  a  total  to  represent  these  uncapitalized  expendi- 
tures as  of  that  date  of  $28,313.37.  In  other  words,  $1,687  ^^ 
the  $30,000  requested  by  the  company  to  represent  uncapitalized 
expenditures  as  of  December  31,  1919,  may  be  considered  as  rep- 
resenting future  additions,  and  in  view  of  the  facts  that  the  com- 
pany has  asked  for  the  approval  of  securities  to  net  $162,500  to 
cover  proposed  expenditures  amounting  to  $220,595,  it  appears 
proper  to  approve  the  total  amount  requested  by  the  company  for 
expenditures  already  made  or  to  be  made. 

Testimony  was  given  that  the  Morris  and  Somerset  Electric 
Company  has  accumulated  a  reserve  of  approximately  $68,000  on 
account  of  leased  property  which  had  been  abandoned.  This 
amount  is  included  in  the  reserve  of  $180,446.22,  which  was  de- 
ducted above  from  the  total  representing  fixed  capital  in  order 
to  determine  the  uncapitalized  expenditures  for  which  securities 
could  be  issued  by  the  Morris  and  Somerset  Company.  In  placing 
upon  the  books  of  account  of  the  Morris  and  Somerset  Electric 
Company  the  property  which  was  formerly  leased  by  it  and  is  now 
being  acquired  in  fee,  a  credit  should  be  made  for  the  property 
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no  longer  in  existence  and  a  corresponding  debit  should  be  made 
to  the  amortization  account  accumulated  for  the  replacement  of 
this  leased  property  and  the  balance  if  any  should  be  debited  to 
an  abandoned  property  or  suspense  account. 

As  stated  in  the  company's  petition,  a  recommendation  was 
made  in  the  Board's  report  in  re  application  of  the  Boonton 
Electric  Company  for  increased  rates  to  the  effect  that  the  leased 
properties  of  the  Boonton  Electric  Company  and  of  the  Morris 
and  Somerset  Electric  Company  should  be  acquired  by  these 
respective  companies.  In  this  proceeding  it  is  proposed  that  the 
property  leased  by  the  Boonton  Electric  Company  shall  be  ac- 
quired, not  by  that  company,  but  by  the  Morris  and  Somerset 
Company. 

As  the  Morris  and  Somerset  Electric  Company  also  proposes 
to  acquire  all  of  the  stock  of  the  Boonton  Electric  Company,  and 
eventually  to  merge  the  two  companies,  approval  will  be  given 
on  the  condition  that  the  Morris  and  Somerset  Electric  Com- 
pany will  cause  these  properties  to  be  merged  as  soon  as  condi- 
tions will  reasonably  permit  of  such  a  merger,  and  that  in  the 
meantime  the  ownership  of  all  of  this  property  will  be  held  in  a 
community  of  interest. 

As  is  indicated  above,  the  Morris  and  Somerset  Electric  Com- 
pany, in  acquiring  this  leased  property  and  the  stock  of  the 
Boonton  Electric  Company,  is  proposing  to  pay  an  amount 
greater  than  the  cost  new  of  the  tangible  property  represented 
thereby.  As  a  result  of  the  purchase  of  this  leased  property, 
the  Morris  and  Somerset  Electric  Company  will  eliminate  the 
payment  of  rentals  provided  under  the  terms  of  the  lease,  and 
in  place  thereof  will  be  required  to  pay  certain  charges  repre- 
sented at  the  present  time  b}'^  interest  on  notes. 

The  Board  is  of  the  opinion  that  the  cancellation  of  the  lease 
is  in  the  public  interest  and  that  any  saving  resulting  therefrom 
should  be  applied  towards  the  amortization  of  the  intangible 
values  represented  in  the  prices  paid  for  the  property  acquired. 

In  view  of  the  above  findings  the  Board  will  approve  the  issue 
of  securities: 
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(i.)  For  the  purchase  of  the  underlying  properties. 

(2.)  For  reimbursing  the  treasury  of  the  company  for  ex- 
penditures already  made  or  to  be  made  in  accordance  with  the 
conditions  stated  above. 

The  Board  withholds  approval  of  the  issue  of  capital  stock  of 
the  Morris  and  Somerset  Electric  Company  to  the  amount  of 
$40,000  for  the  purchase  of  the  Boonton  stock.  The  value 
represented  by  this  stock  is,  in  our  opinion,  not  in  excess  of 
$11,000.  Where  definite  information  is  before  the  Board  as  to 
the  net  equities  represented  by  the  stock  outstanding  in  the  case 
of  the  Boonton  Electric  Company,  the  Board  cannot  ignore  the 
fact. 

As  the  petition  contemplates  the  issue  of  three  classes  of  securi- 
ties, the  Board  will  not  impose  its  judgment  as  to  the  proper 
proportion  of  each  class  now  to  be  issued,  but  will  leave  that  de- 
termination to  the  company.  It  may  be  submitted  in  a  supple- 
mental petition,  which  shall  take  into  account  the  value  herein 
found  represented  by  the  Boonton  Electric  Company's  stock. 

Dated  June  i,  1920. 


No.  789. 

In  the  Matter  of  the  Appucation  of  the  United  Elec- 
tric Company  ok  New  Jersey  for  Sale  of  Property. 

1.  Application  is  made  by  the  United  Electric  Company  of  New  Jersey  for 
approval  of  the  sale  of  property  in  Morristown  and  Boonton  to  the  Morris 
and  Somerset  Electric  Company. 

2.  Electric  property  in  Morristown  was  leased  on  July  i,  1507,  to  the  Mor- 
ris and  Somerset  Electric  Company  for  a  period  of  nine  hundred  years  and 
the  property  in  Boonton  to  the  Boonton  Electric  Light  Company  on  October 
I,  1908,  for  the  same  period. 

3.  Cancellation  of  the  lease  and  the  elimination  of  the  complicated  situ- 
ation heretofore  existing  will  be  in  the  interest  of  the  public,  and  the  sum 
of  $350,000  is  a  full  and  fair  price  for  the  property  to  be  sold.  Approval  is 
given. 
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The  United  Electric  Company  of  New  Jersey,  one  of  the 
underlying  lessors  of  the  Public  Service  Electric  Company,  peti- 
tions for  the  approval  of  the  sale  of  certain  property  located  in 
Morristown  and  in  Boonton  to  the  Morris  and  Somerset  Electric 
Company. 

The  Morris  County  Electric  Ligfht,  Heat  and  Power  Company 
was  incorporated  December  6,  1886,  and  changed  its  name  to 
Morris  County  Electric  Company  March  16,  1893.  The  Boon- 
ton  Electric  Light,  Heat  and  Power  Company  was  incorporated 
April  27,  1889,  and  on  April  29,  1893,  was  merged  into  the 
Morris  County  Electric  Company.  The  United  Electric  Com- 
pany of  New  Jersey  was  incorporated  March  4,  1899.  On  Janu- 
ary II,  1901,  a  consolidation  took  place  by  which  the  United 
Electric  Company  of  New  Jersey,  the  Peoples  Lighting  Com- 
pany, the  North  Hudson  Light,  Heat  and  Power  Company,  the 
Consumers'  Light,  Heat  and  Power  Company  and  the  Morris 
County  Electric  Company  were  all  consolidated  into  a  new  cor- 
poration known  as  the  United  Electric  Company  of  New  Jersey 
and  became  the  owner  of  the  electric  lighting  properties  located 
in  Morristown  and  in  Boonton. 

About  1906  an  agitation  arose  in  Morristown  for  a  municipal 
plant,  and  a  number  of  citizens  of  Morristown,  who  did  not 
believe  in  a  municipal  plant,  organized  a  new  company  known 
as  the  Morris  and  Somerset  Electric  Company,  and  arrange- 
ments were  formally  made  by  which,  on  July  i,  1907,  the  elec- 
tric property  already  in  existence  in  Morristown  was  leased  to 
the  Morris  and  Somerset  Electric  Company  for  nine  hundred 
years.  The  electric  property  locfited  in  Boonton  was  leased  to 
the  Boonton  Electric  Light  Company  on  October  i,  1908,  for 
the  same  period  of  years. 

In  the  matter  of  the  proposed  increase  of  rates  of  the  Boonton 
Electric  Light  Company,  it  developed  that  there  would  be  ad- 
vantages finally  accruing  to  the  public  generally  if  the  lease 
imder  which  the  Boonton  property  was  being  operated  by  the 
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Boonton  Electric  L4ght  Company  could  be  cancelled,  and  in  the 
conclusions  of  the  Board's  report  in  that  matter  it  was  recom- 
mended that  negotiations  be  entered  into  between  the  Morris 
and  Somerset  Electric  Company  (which  now  operates  the  Boon- 
ton  Electric  Light  Company)  by  which  the  electric  light  prop- 
erty in  Morristown  and  in  Boonton  could  be  owned  as  well  as 
operated  by  the  local  companies. 

Negotiations  were  accordingly  entered  into  and  an  agreement 
was  finally  reached.  The  United  Electric  Company  has  agreed 
to  sell  the  entire  physical  electric  properties  located  in  Morris- 
town  and  in  Boonton  to  the  Morris  and  Somerset  Electric  Com- 
pany for  $350,000  and  cancel  the  existing  lease.  Testimony, 
based  upon  the  investigations  of  the  Board's  engineers,  shows 
the  value  of  the  physical  properties  to  be  transferred  is  approxi- 
mately $285,609.  The  difference  between  the  last-mentioned 
amoimt  and  the  selling  price  of  the  property  is  practically  equiva- 
lent to  including  in  the  sale  price  such  intangibles  as  are  repre- 
sented by  the  cost  of  developing  the  properties  and  putting  them 
on  a  going  concern  basis. 

The  money  obtained  from  the  sale  of  these  properties  goes 
to  the  trustee  under  the  general  mortgage  of  the  United  Elec- 
tric Light  and  Power  Company  and  eventually  will  be  used  in 
construction  of  additional  physical  property  in  the  territory 
occupied  by  the  present  system  of  the  United  Electric  Light  and 
Power  Company,  which  is  operated  under  lease  by  the  Public 
Service  Electric  Company. 

The  Board  believes  that  the  cancellation  of  the  lease  referred 
to  herein  and  the  elimination  of  the  complicated  situation  here- 
tofore existing  will  be  in  the  interest  of  the  public.  We  also 
conclude  that  $350,000  is  a  full  and  fair  price  to  the  United 
Electric  Company  for  the  property  to  be  sold,  and  the  Board  will 
approve  the  sale  of  the  properties  in  Morristown  and  in  Boon- 
ton  in  accordance  with  the  terms  of  the  application. 

Dated  June  i,  1920.  * 
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No.  790. 

In  re  Investigation  of  Service  Afforded  by  the  Middlesex 
Water  Company,  Elizabethtown  Water  Company  and 
Plainfield-Union  Water  Company. 

1.  Following  receipt  of  numerous  complaints  the  Board  called  on  its  own 
motion  a  hearing  for  the  purpose  of  determining  whether  the  Elizabethtown 
Water  Company  and  Middlesex  Water  Company  furnish  safe,  adequate  and 
proper  service.  Similar  hearing  was  called  with  respect  to  the  Plainfield- 
Union  Water  Company,  it  appearing  that  the  three  companies  should  be  con- 
sidered together. 

2.  The  Board  holds  that  the  Elizabethtown  Water  Company  should  take 
immediate  steps  to  install  meters  on  its  services  to  all  its  customers. 

*  3.  The  Middlesex  Water  Company  should  expedite  the  construction  of 
a  booster  pump  and  install  a  transmission  main  from  a  point  near  South 
Plainfield  to  Woodbridge. 

4.  The  Plainfield-Union  Water  Company  is  required  to  adopt  a  program 
to  provide  for  the  installation  of  meters  measuring  water  to  all  its  customers.. 

5.  General  recommendations  are  made  to  all  the  companies  looking  to  the 
provision  of  additional  facilities,  and  an  order  is  issued  requiring  reports 
by  a  specific  date  as  to  progress  made  in  complying  with  the  recommenda- 
tions. 

F.  M.  Voorhees  and  Frank  Bergen,  for  the  Companies. 

Thomas  Brotvn,  for  the  Borough  of  Roosevelt. 

A,  J,  David,  for  Special  Committee  of  the  Chamber  of  Com- 
merce of  the  City  of  Elizabeth. 

John  K,  English,  for  the  Township  of  Union. 

John  Trousdell,  for  the  Township  of  Hillside. 

C  McK.  IVhittemore,  for  the  Borough  of  Linden. 

W,  F.  Groves,  for  the  Township  of  Linden. 

Paid  Q.  Oliver,  for  the  Town  of  Westfield. 

W.  /.  Higgins,  for  the  Borough  of  Roselle  Park. 
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/.  H.  Crane,  for  the  City  of  Plainfield. 
H.  R.  Leavitt,  for  the  Borough  of  Roselle. 
Joseph  T.  Hague,  for  the  City  of  Ehzabeth. 

Numerous  informal  complaints  having  been  received  alleging 
inadequate  service  by  the  Elizabethtown  Water  Company  and 
Middlesex  Water  Company,  the  Board  took  the  matter  up  for 
consideration  at  its  meeting  on  January  29th.  Following  this 
the  Board  called  a  hearing  on  its  own  motion  for  the  purpose  of 
investigating  and  determining  whether  the  companies  furnished 
safe,  adequate  and  proper  service  and  keep  and  maintain  their 
properties  and  equipment  in  such  condition  as  to  enable  them 
to  do  so. 

A  hearing  of  similar  nature  was  called  also  with  respect  to 
the  Plainiield-Union  Water  Company,  it  appearing  that  the  three 
companies  should  be  considered  together.  Due  notice  was  given 
to  the  companies,  municipalities  and  others,  and  hearing  was 
called  pursuant  to  the  same. 

Testimony  was  submitted  by  the  Board's  engineer  in  which 
he  gave  the  results  of  his  investigation.  Testimony  was  also 
submitted  for  the  companies  by  M.  E.  Sherrerd,  Amos  Andrews, 
William  J.  Whelan,  John  W.  Whelan,  Ambrose  Mundy  and  the 
Hon.  Foster  M.  Voorhees.  The  witnesses  were  practically  in 
agreement  as  to  the  facts. 

ELIZABETHTOWN   WATER  COMPANY. 

The  conditions  surrounding  the  supply  of  water  in  Elizabeth 
were  first  brought  to  the  Board's  attention  December  3,  1916,  by 
Charles  H.  Mayer  et  al.,  residing  in  the  vicinity  of  Third  Street 
and  Elizabeth  Avenue.  Their  complaints  were  to  the  general 
effect  that  water  w^as  frequently  unavailable  on  the  second  floors 
of  houses  in  that  vicinity.  A  recording  pressure  gauge  was  in- 
stalled in  the  drug  store  on  the  corner  of  Third  Street  and  Eliza- 
beth Avenue  and  maintained  there  for  a  considerable  period  of 
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time.  It  was  later  removed,  but  again  installed  about  the  first  of 
February,  1920.  The  pressure  available  at  that  point  now 
appears  to  be  slightly  higher  than  in  1916,  but  is  insufficient  to 
assure  a  continuous  service  on  the  second  floor  of  residences  in 
that  neighborhood.  As  there  are  many  flats  located  on  second 
floors  which  include  complete  kitchen  and  bath  equipment,  the 
necessity  of  a  continuous  supply  of  water  to  these  floors  is 
obvious.  Complaints  from  this  same  neighborhood  have  been 
received  at  various  times  since  191 6,  indicating  that  the  condi- 
tion has  not  materially  changed  since  it  was  first  called  to  the 
attention  of  the  Board. 

Complaints  were  also  received  from  Mr.  Frank  J.  Pfaflf  of 
inadequate  service  on  the  extreme  southern  side  of  Elizabeth  on 
Franz  Joseph  Avenue  near  Brunswick  Avenue.  These  locations 
are  from  ten  to  fifteen  feet  higher  than  the  larger  part  of  that 
section  of  Elizabeth  lying  east  of  the  Pennsylvania  Railroad, 
but  the  situation  on  Franz  Joseph  Avenue  is  exaggerated  because 
of  the  fact  that  the  Standard  Oil  Company  and  other  industrial 
concerns  in  the  Bayway  section  take  a  large  part  of  their  supply 
from  the  ten-inch  main  on  Brunswick  Avenue  and  through  the 
twelve-inch  main  located  on  Bayway. 

Complaints  have  also  been  received  from  residents  of  tene- 
ment houses  located  on  Trumbull  Street,  just  west  of  Second 
Street.  In  the  latter  location  there  are  two  three-story  tenement 
houses  which  are  the  only  ones  aflfected  by  the  inadequate  pres- 
sures. In  these  houses  no  water  has  been  available  on  the  third 
floors  for  five  years,  nor  on  the  second  floors  for  upwards  of  two 
years,  and  for  some  time  past  water  has  been  available  on  the 
first  floor  only  at  night  and  on  Sunday  in  the  daytime.  This  is 
due  to  the  fact  that  the  Central  Railroad  and  the  Singer  Manu- 
facturing Company  obtain  their  principal  supply  from  the  ten- 
inch  main  on  Trumbull  Street.  To  obtain  water  and  lift  it  to  the 
various  tanks  from  which  it  is  served,  these  concerns  use  pumps, 
drawing  the  water  from  the  mains  and  causing  a  condition  imder 
which  water  frequently  never  rises  as  high  as  the  first  floor  of 
the  two  tenements  on  Trumbull  Street  referred  to. 
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A  rough  canvass  has  been  made  of  the  eastern  part  of  Eliza- 
beth where  much  of  the  complaint  originated.  This  shows  that, 
in  addition  to  those  named  above,  there  are  probably  twenty  or 
thirty  tenements  located  in  the  neighborhood  of  Third  and  Pine 
Streets  which  do  not  have  water  on  the  third  floors.  In  ex- 
tremely cold  weather,  when  water  has  been  allowed  to  run  to 
prevent  freezing  and  damage  to  fixtures,  pressures  have  been  so 
low  in  many  second  floor  kitchens  as  to  require  the  drawing  of 
tires  in  the  kitchen  ranges. 

Complaints  have  also  been  received  from  the  officials  of  the 
Borough  of  Linden  showing  inadequate  pressures  for  fire  pro- 
tection purposes.  No  information  is  available,  however,  to  the 
effect  that  house  consumers  suffered  from  actual  lack  of  water 
in  residences  themselves. 

MIDDLESEX   WATER  COMPANY. 

On  January  8,  1920,  the  Borough  of  Roosevelt  submitted  to 
the  Board  a  resolution  adopted  by  the  Borough  authorities  which 
calls  attention  to  an  insufficient  supply  of  water  in  the  Borough 
of  Roose\^elt  and  the  territory  along  the  Staten  Island  Sound. 
This  condition  was  the  subject  of  an  inspector's  report  under 
date  of  September  15,  1919,  in  which  the  inspector  recommended 
that  boosting  equipment,  then  being  purchased,  be  installed  at 
the  Rahway  station  without  delay.  The  supply  of  water  in  this 
portion  of  the  territory  of  Middlesex  Water  Company  has  been 
apparently  inadequate  for  some  time  and  the  condition  became 
acute  in  the  summer  of  19 18. 

PLAINFIELD-UNION    WATER    COMPANY. 

No  complaint  has  been  received  from  any  residents  in  the  ter- 
ritory supplied  by  the  Plainfield-Union  Water  Company,  but 
the  conditions  under  which  that  company  operates  require  that 
its  operation  must  also  be  taken  into  account  in  connection  with 
the  operations  of  the  Elizabethtown  and  Middlesex  Water  Com- 
panies. 
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In  addition  to  the  above-named  specific  complaints,  manufac- 
turers along  the  Staten  Island  Sound  and  in  the  City  of  Eliza- 
beth have  requested  additional  supplies  of  water  which  the  re- 
spective companies  have  been  unable  to  provide. 

DESCRIPTION  OF  SYSTEMS. 

As  already  stated  and  as  will  be  hereafter  seen,  the  three  com- 
panies named  a1>ove  must  be  taken  together  in  any  consideration 
of  the  supply  of  water  in  the  area  which  includes  Elizabeth  on 
the  northeast,  Plainfield  to  the  westward,  Bound  Brook  on  the 
southwest,  the  territory  surrounding  Perth  Amboy  on  the  south- 
east. This  includes  all  of  the  towns  lying  along  the  Central 
Railroad  of  New  Jersey  from  Elizabeth  to  Bound  Brook  and 
lying  along  the  Lehigh  Valley  Railroad  from  Bound  Brook  to 
Metuchen  and  all  of  the  area  east  of  Metuchen  and  north  of 
Perth  Amboy,  including  the  industries  lying  along  Staten  Island 
Sound.  The  Town  of  Rahway  is  located  within  this  area,  but 
has  its  own  independent  water  supply  taken  from  the  Rahway 
River.  The  greater  portion  of  the  City  of  Elizabeth  is  supplied 
by  the  Elizabethtown  Water  Company,  but  the  El  Mora  section 
on  the  west  is  supplied  by  the  Plainfield-Union  Water  Company, 
and  although  the  mains  of  the  two  systems  are  connected,  no 
water  from  the  Plainfield-Union  system  normally  flows  into  the 
main  portion  of  the  City  of  Elizabeth.  The  Lyons  Farms  sec- 
tion, known  as  Hillside  Township,  is  supplied  by  the  City  of 
Newark,  the  mains  belonging  to  the  Elizabethtown  Water  Com- 
pany. 

The  Elizabethtown  Water  Company  has  a  plant  in  Springfield 
which  draws  its  water  from  wells  and  pumps  this  water  toward 
Elizabeth,  the  force  main  lying  in  Morris  Avenue.  Another 
pumping  plant  getting  its  water  from  wells  is  located  about  half 
way  between  Springfield  and  Elizabeth,  which  plant  also  forces 
water  into  the  force  main  lying  in  Morris  Avenue.  At  a  point 
near  the  Springfield  plant  a  limited  amount  of  water  is  also  re- 
ceived from  the  Short  Hills  Water  Company  and  from  the  Com- 
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monwealth  Water  Company.  Water  is  also  received  from  the 
City  of  Newark  by  a  connection  at  Frelinghuysen  Avenue,  near 
the  City  Line.  This  water  is  taken  into  the  Elizabeth  mains 
through  a  connection  in  Evergreen  Avenue  or  Neck  Lane,  which 
brings  an  additional  supply  into  that  part  of  Elizabeth  lying  east 
of  the  Pennsylvania  Railroad  and  north  of  the  Central  Railroad. 
Water  is  also  brought  into  the  city  from  the  south  on  the  line  of 
the  Essex  and  Middlesex  Turnpike.  This  main  is  continued 
across  Bayway  and  the  main  portion  of  the  water  enters  the  city 
in  a  twenty-inch  line  laid  in  Fifth  Street  and  going  as  far  north  as 
Elizabeth  Avenue. 

The  water  entering  from  the  south  comes  from  several  sources. 
The  transmission  line  is  the  property  of  the  Piscataway  Water 
Company  and  the  Raritan  Township  Water  Company.  These 
companies  are  both  owned  and  controlled  by  the  Elizabethtown 
Water  Company.  Between  the  two  companies  is  provided  a 
thirty-six-inch  line  extending  from  a  point  on  the  south  side  of 
Elizabeth  generally  southwest  and  westward  as  far  as  Bound 
Brook  and  into  this  transmission  main  water  is  delivered,  first, 
from  a  pumping  plant  of  the  Piscataway  Water  Company,  located 
just  east  of  Bound  Brook;  second,  from  the  plant  of  the 
Watchung  Water  Company  located  northeast  of  Bound  Brook, 
and  taking  its  water  from  wells  along  Green  Brook ;  third,  from 
the  Park  Avenue  or  South  Plainfield  Station  of  the  Middlesex 
Water  Company;  fourth,  from  a  connection  to  the  pumping 
plant  of  the  Town  of  Rahway,  and  fifth,  from  the  Robinson's 
Branch  Plant  of  the  Middlesex  Water  Company.  Connections 
are  available  by  which  water  can  also  be  taken  from  the  Nether- 
wood  Plant  of  the  Plainfield-Union  Water  Company,  but  at  the 
present  time  this  connection  is  closed  as  the  wells  of  the  latter 
company  are  taxed  to  their  utmost  in  supplying  the  territory  nor- 
maly  supplied  by  the  Plainfield-Union  Water  Company. 

As  far  as  possible,  water  is  allowed  to  flow  into  the  City  of 
Elizabeth  at  a  fairly  uniform  rate  from  the  sources  named  above 
and  the  peak  load  or  equalization  is  provided  by  means  of  a  pump- 
ing plant  located  near  the  center  of  the  City  of  Elizabeth.    This 
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equalization  plant  obtains  its  water  by  gravity  from  the  Ursino 
Reservoir  located  on  the  Elizabeth  River,  about  a  mile  northwest 
of  the  city.  This  plant  is  operated  in  such  a  way  as  to  provide 
a  uniform  pressure  in  the  center  of  the  City  of  Elizabeth. 

FACILITIES  AVAILABLE. 

The  Chamber  of  Commerce  of  Elizabeth,  through  its  Water 
Investigation  Committee,  has  gone  into  this  whole  matter  quite 
extensively  and  presented  a  report,  dated  March  4,  191 9.  The 
report  covers  a  great  many  points  which  therefore  need  not  be 
covered  in  this  report.  A  few  general  facts,  however,  must  be 
stated. 

The  total  water  consumption  at  the  present  time  of  the  entire 
group  of  companies  referred  to  is  not  far  from  31  M.  G.  D.  Of 
this  18.74  M.  G.  D.  is  the  average  consumption  in  Elizabeth. 
This  is  a  saving  of  about  1.5  M.  G.  D.  below  the  consumption  in 
19 1 8.  It  is  stated  that  this  was  partly  due  to  the  reduction  of 
war  time  activities,  but  was  undoubtedly  partially  the  result  of 
the  installation  of  a  number  of  meters  pursuant  to  recommenda- 
tions of  the  Commissioner  presiding  at  a  service  hearing,  acting 
on  the  engineer's  report. 

The  average  daily  output  of  the  various  stations  supplying  the 
Elizabeth  territory  was  in  1919  as  follows: 

Commonwealth  Water  Company  supplies  a  section  in  the  vi- 
cinity of  Vaux  Hall,  and  sells  approximately  1.2  million  gallons 
per  month.  Under  conditions  of  normal  operation  none  of  this 
water  is  used  in  Elizabeth. 

Short  Hills  Station,  i.oi  M.  G.  D.  at  50  pounds,  supplies  to 
the  twenty-inch  main  from  Springfield. 

Springfield  Station,  3.2  M.  G.  D.  at  50  pounds,  supplied  to  the 
twenty-inch  main  from  Springfield. 

Htmtmock  Station,  2.8  M.  G.  D.  at  50  pounds. 

Elizabeth  Station,  3.4  M.  G.  D.  at  37  pounds,  obtained  from 
filter  plant  and  supplied  to  the  system  in  Elizabeth.  This  is  the 
plant  referred  to  as  caring  for  the  peak  load  and  equalization. 
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Plainfield'Union  Water  Company  supplies  a  separate  district, 
as  does  the  Commonwealth  Water  Company,  no  purchases,  how- 
ever, being  recorded  from  this  company  during  19 19. 

Middlesex  Water  Company,  Robinson's  Branch,  Rahway,  de- 
livers 2.2  M.  G.  D.  at  45  pounds,  into  thirty-six-inch  main. 

Park  Avenue  Station,  1.2  M.  G.  D.  at  45  pounds  into  thirty-six- 
inch  main. 

City  of  Rahway,  0.6  M.  G.  D.  at  35  pounds,  supplied  into 
thirty-six-inch  main  at  Westfield  Avenue,  Rahway. 

Piscataway  Water  Company,  2.3  M.  G.  D.  at  60  ypounds,  suj>- 
plied  at  the  Bound  Brook  end  of  the  thirty-six-inch  main. 

Watchung  Water  Company,  0.5  M.  G.  D.  at  60  pounds,  sup- 
plied near  the  Bound  Brook  end  of  the  thirty-six-inch  main. 

From  the  City  of  Newark  through  Evergreen  Avenue  or  Neck 
Lane,  1.3  M.  G.  D.  at  about  40  pounds. 

The  total  of  these  items  is  18.7  M.  G.  D.  Any  fluctuations  in  the 
consumption  or  demands  from  the  amounts  stated  above  are  taken 
up  by  the  Elizabeth  town  Water  Company's  stations  in  Elizabeth, 
Hummocks  and  Springfield,  since  purchases  from  the  allied  com- 
panies are  made  at  continuous,  definite  rates  of  flow. 

It  will  be  well  to  mention  the  large  users  of  water : 

The  Grasselli  Chemical  Company  requires  approximately  i  M. 
G.  D. 

The  Standard  Oil  Company,  at  Bayvvay,  requires  approxi- 
mately 2  M.  G.  D. 

The  Bethlehem  Steel  Works  and  other  concerns  at  Elizabeth,  on 
Staten  Island  Sound,  require  approximately  2  M.  G.  D. 

The  Central  Railroad  and  the  Singer  Manufacturing  Company, 
at  the  eastern  end  of  the  city,  require  between  them  i  M.  G.  D. 

The  total  of  these  large  industrial  demands  is  6  M.  G.  D. 

Extent  o^  inadequacy. 

Surveys  of  the  territory  have  been  made  at  various  times.  In 
1910  Mr.  James  H.  Fuertes  submitted  a  report  to  the  City  of 
Plainfield,  regarding  the  supply  of  water  for  Plainfield.     That 
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report  shows  conclusively  that  the  wells  from  which  the  Plain- 
field-Union  Water  Company  was  obtaining  its  water  were  gradu- 
ally being  lowered.  Since  that  time  additional  wells  have  been 
driven,  sufficiently  separated  one  from  another,  but  the  indication 
is  that  the  yield  from  these  wells  is  fully  as  great  as  can  ever 
be  expected.  Previous  to  19 10,  other  reports  had  been  made,  in 
1894,  in  1904  and  again  in  1909. 

The  lowering  of  the  water  level  in  the  wells  in  Springfield  and 
the  Hummocks  indicates  that  the  maximum  amount  of  water  is 
now  being  obtained  from  those  wells.  At  the  South  Plainfield 
plant  of  the  Middlesex  Water  Company  it  is  quite  clear 'that  very 
little  more  water  can  be  obtained  by  driving  additional  wells. 
These  wells  all  tap  the  terminal  moraine  which  does  not  carry  any 
great  underground  streams. 

The  system,  therefore,  is  inadequate  in  the  following  respects : 

In  the  Plainfield-Union  territory,  additional  water  is  needed. 
The  mains  are  fairly  good  size  and  no  complaints  have  been  re- 
ceived regarding  insufficient  pressure.  The  water  now  supplied 
is  of  a  proper  quality. 

In  Elizabeth  the  following  are  needed :  first,  additional  water ; 
second,  a  general  increase  in  pressure  throughout  the  entire  terri- 
tory ;  third,  additional  transmission  capacity  available  for  supply 
of  water  to  the  eastern  end  of  Trumbull  Street  and  vicinity; 
fourth,  additional  transmission  capacity  eastward  and  southeast- 
ward from  the  point  where  the  line  from  Robinson's  Branch 
enters  the  City  of  Elizabeth  to  Elizabeth  Avenue  and  beyond. 

In  the  Middlesex  Water  Company's  territory,  additional  water 
is  needed  and  additional  transmission  capacity  between  South 
Plainfield  and  Woodbridge.  Owners  of  industrial  plants  in 
Roosevelt  have  complained  that  the  Middlesex  Water  Company 
has  sufficient  water  if  it  were  not  being  sold  to  Elizabeth,  but  it 
is  impossible  to  get  the  water  from  South  Plainfield  to  Wood- 
bridge  in  the  absence  of  additional  transmission  capacity.  Until 
such  transmission  capacity  is  furnished,  no  present  harm  comes 
from  the  supply  of  this  water  to  Elizabeth. 
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PERMANENT  RELIEF. 

Relief  from  existing  inadequacy  can  be  obtained  in  two  ways, 
either  partially  by  reduction  in  use  or  waste  of  water,  or  by 
obtaining  additional  supplies  or  by  utilizing  both  methods  so  far 
as  it  is  possible  to  do  so.  To  determine  whether  a  reduction  in 
the  use  of  water  might  be  possible,  a  canvass  has  been  made  of 
all  the  large  industrial  plants  along  the  Staten  Island  Sound 
supplied  by  the  Elizabethtown  Water  Company,  and  it  is  found 
that  the  large  concerns  such  as  the  Singer  Manufacturing  Com- 
pany, the  Central  Railroad  shops,  the  Bethlehem  Shipbuilding 
Corporation,  the  Grasselli  Chemical  Company  and  the  Standard 
Oil  Company,  are  already  using  water  from  Staten  Island  Sound 
for  all  purposes  for  which  such  water  is  suitable;  therefore,  no 
reduction  in  the  use  of  water  by  the  large  customers  in  that  terri- 
tory was  found  to  be  practicable. 

Reduction  in  the  use  of  water,  however,  is  almost  certain  to 
result  if  the  system  is  entirely  metered.  At  the  end  of  19 17 
there  were  in  service  approximately  800  meters.  At  the  close 
of  1918  and  1919  there  were  2,500  and  4,000  meters,  respectively. 
In  1919  there  were  on  the  average  about  3,500  meters  in  do- 
mestic service.  The  average  daily  consumption  per  consumer 
.served  at  flat  rates  was,  in  191 7,  in  the  neighborhood  of  900 
gallons,  corresponding  to  a  probable  average  consumption  per 
person  of  about  150  gallons  per  day.  Assuming  that  the  intro- 
duction of  meters  on  3,500  such  services  caused  the  use  of  water 
to  drop  to  60  gallons  per  day  per  capita,  or  360  gallons  per  ser- 
vice per  day,  a  total  saving  of  540  gallons  per  tap,  or  from  3,500 
taps  approximately  2  M.  G.  D.  would  be  indicated.  This  agrees 
with  the  actual  results  obtained  from  the  increase  in  the  number 
of  meters  in  the  last  two  years,  after  allowance  is  made  for  the 
normal  increase  due  to  new  consumers  and  the  additional  in- 
dustrial demand  stated  by  the  company  to  have  occurred  during 
1919.     The  only  inference  from  the  above  figures  is  that  the 
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installation  of  meters  should  be  prosecuted  in  the  most  vigorous 
manner.  The  winter  of  1918-1919  was  mild.  These  condi- 
tions would  tend  to  relieve  waste  and  show  a  more  favorable 
showing  for  1919  as  compared  with  1918  when  conditions  were 
the  reverse. 

Another  cause  for  reduction  in  waste  was  the  waste  and  leak- 
age survey  carried  on  by  the  company  in  unmetered  premises 
during  1918  and  1919. 

There  are  approximately  12,000  meters  needed  to  fully  com- 
plete the  metering  of  the  Elizabeth  system.  Inquiries  have  been 
made  to  ascertain  the  possibility  of  having  these  installed  within 
a  reasonable  time,  and  it  has  been  found  that  either  of  several 
meter  companies  could  furnish  all  of  these  meters  within  three 
months'  time  without  increasing  the  cost  per  meter.  Further- 
more, a  representative  of  one  of  the  meter  companies  stated 
that  a  contractor  is  available  who  will  at  once  take  the  contract 
for  supplying  and  completely  installing  these  meters  with  all 
necessary  connections  at  an  average  price  for  half -inch  and 
three-quarter  inch  meters  of  $20.00  each,  or  a  total  of  $240,000. 
This  work  can  all  be  done  within  from  three  to  six  months  from 
the  time  the  contract  is  let. 

The  installation  of  these  meters  would  result  in  a  saving  of 
approximately  6.5  M.  G.  D.,  which,  added  to  the  saving  already 
effected  of  2  M.  G.  D.,  would  bring  the  total  economy  of  water 
due  to  use  of  meters  to  approximately  8.5  M.  G.  D.  This  ex- 
penditure would  eventually  be  needed  in  any  case  and  would 
enable  the  larger  expenditures  required  for  permanent  develop- 
ment to  be  delayed  until  the  company  can  arrange  for  the  larger 
construction  program  in  contemplation.  When  analyzing  the 
statistics  of  water  sent  into  the  mains  for  1919,  it  will  be  seen 
that  9.5  M.  G.  D.  were  supplied  from  the  Elizabeth,  Hummock 
and  Springfield  Stations,  while  9.24  M.  G.  D.  represented  pur- 
chases including  the  quantity  from  the  Piscataway  Water  Com- 
pany. If  the  saving  of  8.5  M.  G.  D.  above  mentioned  could 
be    effected,    the    Elizabethtown    Water    Company    could    rely 
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on  its  own  resources  for  the  water  needed  and  might  require 
only  the  water  from  its  Piscataway  water  station  to  supply  the 
additional  water  required  to  boost  the  pressure.  Since,  as  is 
well  known,  the  Piscataway  Water  Company  is  owned  and  con- 
trolled by  the  Elizabethtown  Water  Company,  this  arrangement 
could  be  effected  without  any  difficulty.  The  expenditures  for 
water  purchased  during  1918  by  the  Elizabethtown  Water  Com- 
pany were  $146,671  for  3.5  billion  gallons  or  a  little  over  9.5 
M.  G.  D.  This  amount  would  be  saved  almost  entirely,  which 
shows  that  the  initial  cost  of  the  meters  would  be  repaid  in  a 
very  short  time. 

If  no  change  occurred  in  the  amount  of  business  done  by  the 
Elizabethtown  Water  Company,  the  immediate  installation  of 
meters  throughout  the  system  would  postpone  the  necessity  for 
obtaining  additional  supplies  for  possibly  a  period  of  seven  years, 
assuming  that  the  supplies  now  purchased  are  available  as  needed. 
The  period  of  seven  years,  however,  cannot  be  reckoned  from 
the  present  date.  The  service  furnished  by  the  Elizabethtown 
Water  Company  has  been  distinctly  inadequate  for  several  years 
and  the  seven  year  period  should  be  reckoned  from  a  date  possibly 
four  years  past,  which  would  leave  a  period  of  three  years  within 
which  time  a  new  permanent  supply  must  be  obtained.  The  as- 
sumption that  the  completion  of  a  permanent  supply  could  be  post- 
poned for  three  years  is  based  upon  the  complete  metering  of  the 
existing  system.  Owning  to  the  fact,  however,  that  a  number  of  the 
present  industrial  customers  are  demanding  more  water,  and  due 
to  the  construction  of  the  new  factories  in  Elizabeth,  it  is  cer- 
tain that  the  completion  of  any  permanent  additional  water 
supply  cannot  be  postponed  more  than  three  years  or  to  the  close 
of  the  year  1923.  Furthermore,  the  installation  of  meters  would 
bring  about  an  immediate  relief,  something  which  is  imperative 
tinder  all  the  circumstances. 

The  same  policy  should  be  adopted  by  the  Plainfield-Union 
Water  Company.  Less  than  one-half  of  its  customers  are  sup- 
plied through  meters  and  the  investigation  of  a  number  of  in- 
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dividual  complaints  have  disclosed  many  instances  of  willful 
waste  which  can  be  eliminated  or  compensated  for  by  the  installa- 
tion of  meters. 

NEW   SOURCE  OF  SUPPLY. 

As  already  stated  above,  it  will  be  necessary  to  obtain  a  new 
source  of  supply  very  considerable  in  extent,  either  to  supplement 
the  present  supply  or  to  substitute  for  it,  as  the  level  of  the 
water  in  the  wells  becomes  lower  and  lower.  Plans  have  been 
developed,  estimates  made  and  property  obtained  by  which  water 
is  to  be  obtained  from  the  Raritan  River  and  from  the  Millstone 
River  at  a  point  just  above  the  junction  of  the  two  rivers.  It  is 
proposed  to  construct  two  dams,  one  across  the  mouth  of  the 
Millstone  River,  and  the  other  across  the  Raritan  River  just 
above  the  Millstone.  These  two  rivers  drain  watersheds  quite 
independent  of  one  another,  and  it  often  occurs  that  the  water 
from  one  stream  will  be  entirely  clear  when  the  other  has  been 
muddied  by  heavy  rains.  The  average  minimum  flow  of  the  mill- 
stone River  is  about  35  M.  G.  D.  The  average  minimum  flow 
of  the  Raritan  River  is  65  M.  G.  D.  at  this  point,  making  a 
possible  total  minimum  flow  of  100  M.  G.  D. 

The  three  companies  associated  have  recently  obtained,  from  the 
Department  of  Conservation  and  Development,  permission  for  the 
diversion  of  20  M.  G.  D.  Upon  appeal,  the  courts  have  sustained 
the  Department's  permission. 

The  plan  of  development  includes  the  two  dams  as  stated,  a 
low  lift  pumping  plant  which  will  take  the  water  from  either 
or  both  of  the  two  rivers,  delivering  it  into  a  large  sedimentation 
basin  located  immediately  north,  a  gravity  flow  from  the  sedimen- 
tation basin  to  a  filter  and  pumping  plant  located  just  below  the 
Borough  of  Bound  Brook.  The  proposed  pumping  plant  would 
be  adequate  and  modem  in  every  respect  and  would  be  designed 
for  the  ultimate  supply  of  the  entire  territory  now  supplied  by 
the  three  associated  companies.  It  was  expected  that  construc- 
tion would  proceed  as  soon  as  the  legal  matters  were  straight- 
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ened  out  and  financial  backing  could  be  obtained.  The  extremely 
high  cost  of  all  construction  materials,  however,  has  made  it 
difficult  to  finance  this  project,  and  in  addition,  the  officials  of 
the  company  feel  that  in  the  absence  of  definite  contracts  be- 
tween the  water  companies  and  the  municipalities  to  be  served, 
the  company  is  running  certain  risks  which  interfere  with  prompt 
financing  of  this  project.  The  total  cost  of  the  project,  including 
the  reinforcement  of  mains  in  the  City  of  Elizabeth  and  the 
construction  of  a  new  transmission  line  from  South  Plainfield 
to  Woodbridge,  is  given  at  $4,000,000.  This  project  should  be 
pushed  to  completion  with  all  speed. 

TEMPORARY   RELIEF. 

Certain  temporary  relief  is  available.  The  time  to  which  the 
construction  of  the  new  permanent  project  can  be  postponed 
will  depend  partly  upon  the  extent  to  which  the  temporary  steps 
will  bring  relief  and  partly  on  the  demands  made  by  the  new 
industries  now  being  located  in  the  City  of  Elizabeth.  For  the 
supply  to  Elizabeth,  some  additional  water  can  be  obtained  from 
the  City  of  Newark,  and  the  installation  of  meters  on  all  cus- 
tomers* services  will,  in  the  opinion  of  the  Board,  bring  im- 
mediate relief. 

In  order  that  the  supply  to  Elizabeth  from  Newark  may  be  aug- 
mented certain  connections  are  required.  The  detailed  recom- 
mendations also  provide  for  additional  transmission  capacity 
across  the  city  both  from  the  south  and  from  the  north.  In  addi- 
tion, it  is  essential  that  pressures  generally  must  be  increased, 
wherever  pressure  is  now  below  40  pounds. 


TEMPORARY  RELIEF  FOR  BOROUGH   OF  ROOSEVELT  AND  VICINITY^ 
MIDDLESEX  WATER  COMPANY. 

As  Stated  above,  the  present  difficulty  in  supplying  the  Borough 
of  Roosevelt  is  due  to  the  lack  of  transmission  capacity  between 
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South  Plainfield  and  Woodbridge.  It  is  proposed  to  remedy  this 
situation  by  the  installation  of  a  new  additional  line  from  a  point 
easterly  of  South  Plainfield  through  Oak  Tree  and  Iselin  to 
Woodbridge,  at  the  latter  point  joining  with  the  triple  line  of 
mains  running  to  the  industries  along  Staten  Island  Sound. 

Camp  Raritan  has  been  using  water  to  the  extent  of  about 
600,000  gallons  per  day.  A  careful  and  detailed  survey  of  the 
plant  indicates  that  200,000  gallons  daily  would  be  sufficient  for 
all  proper  purposes.  Water  is  probably  being  wasted,  but  is  prob- 
ably also  leaking  through  improperly  laid  wood  mains  located  in 
soil  which  is  not  very  stable. 

An  additional  supply,  however,  can  be  obtained  from  the  City 
of  Perth  Amboy,  amounting  to  about  i  M.  G.  D.  There  is  a  gap 
between  the  mains  in  Perth  Amboy  and  the  mains  of  the  Middle- 
sex Water  Company  in  Sewaren  of  about  2,700  feet.  By  con- 
necting up  these  two  ends  Perth  Amboy  could  immediately  supply 
the  small  quantity  of  water  used  in  Sewaren  and  Boynton  Beach. 
The  pressure  in  the  northern  part  of  Perth  Amboy  is  but  47 
pounds,  and  this  is  not  sufficient  to  force  water  from  Perth 
Amboy  through  the  mains  of  the  Middlesex  Water  Company 
beyond  the  junction  at  Woodbridge.  It  will,  therefore,  be  neces- 
sary, in  order  that  the  additional  water  may  be  made  available  for 
use  at  Roosevelt,  to  add  to  the  pressure  now  available  from  Perth 
Amboy  by  installing  temporarily  a  motor  driven  booster  pump  in 
Sewaren. 

Testimony  submitted  by  the  company  was  to  the  general  effect 
that  the  use  of  meters  would  not  in  all  cases  serve  to  prevent  the 
waste  of  water  where  the  water  was  allowed  to  run  to  prevent 
freezing,  the  occupants  of  the  property  evidently  believing  that 
the  cost  of  the  water  wasted  was  less  than  the  cost  for  repairing 
the  plumbing.  It  is  well  known,  however,  and  this  company's 
own  experience  in  the  last  three  years  is  sufficient  proof,  that  the 
general  installation  of  meters  by  water  companies  results  in  very 
large  savings.  These  savings  are  not  apparent  during  the  first 
quarter  or  until  the  consumers  themselves  are  brought  to  a  reali- 
zation of  the  necessity  of  conserving  water  in  order  to  eliminate 
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excessive  charges.  The  statements  regarding  tlie  use  of  meters 
do  not  apply  to  the  Middlesex  Water  Company,  as  that  company's 
system  is  fully  metered.  They  do  apply  with  great  force,  how- 
ever, to  the  service  furnished  by  the  EHzabethtown  Water  Com- 
pany and  the  Plainfield-Union  Water  Company. 

For  the  Middlesex  Water  Company  it  was  testified  that  the 
pressures  in  the  Borough  of  Roosevelt  would  be  made  entirely 
adequate  through  the  use  of  a  new  booster  pump  now  being  in- 
stalled at  the  Robinson's  Branch  plant.  Many  unforeseen  delays 
had  occurred  in  getting  this  booster  into  service,  but  every  step 
was  being  taken  to  expedite  the  work.  The  use  of  the  new 
booster  would  eliminate  the  actual  necessity  of  making  the  sug- 
gested connections  with  the  Perth  Amboy  system,  but  the  Board 
is  of  the  opinion  that  the  linking  together  of  the  various  water 
systems  is  in  line  with  economy  and  efficiency  and  in  addition  fur- 
nishes a  certain  amount  of  assurance  of  continuous  service  which 
can  only  be  obtained  through  the  medium  of  interconnections  be- 
tween the  various  systems. 

It  has  been  contended  that  the  installation  of  meters  would  not 
be  necessary  in  view  of  the  fact  that  the  Raritan  River  develop- 
ment would  furnish  an  ample  supply  of  water,  but  the  facts  al- 
ready presented  to  the  Board  in  this  and  other  cases  have  con- 
vinced the  Board  that  in  all  cases  where  water  is  pumped  and 
filtered  the  omission  to  provide  meters  is  a  serious  mistake  and 
leads  to  higher  costs  due  to  the  necessity  for  pumping  and  filter- 
ing much  larger  quantities  of  water  than  would  be  the  case  were 
each  customer  supplied  on  a  measured  basis. 

CONCLUSIONS. 

The  Board  therefore  finds  and  determines  that  the  service  fur- 
nished by  the  EHzabethtown  Water  Company  is  inadequate  and 
insufficient.  The  quantity  of  water  available  is  insufficient  and 
must  either  be  immediately  augmented  or  must  be  conserved 
through  the  installation  of  meters.  The  testimony  shows  that  the 
increase  in  the  quantity  of  water  available  cannot  be  expected 
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short  of  two  years  under  the  best  conditions  and  in  consequence 
the  installation  of  meters  is  the  only  remedy  immediately  avail- 
able by  which  the  existing  quantity  of  water  can  be  made  to  fur- 
nish substantially  the  service  now  demanded.  The  pressures 
under  which  water  is  being  obtained  in  various  parts  of  the  City 
of  Elizabeth  are  altogether  too  low  and  must,  as  promptly  as 
possible  be  raised  to  such  a  point  in  each  locality  as  will  serve  to 
furnish  an  adequate  supply  of  water  to  all  fixtures  in  all  buildings 
now  found  in  the  City  of  Elizabeth.  Under  existing  conditions 
regarding  the  quantity  of  water  available,  it  will  be  impracticable 
to  require  the  increase  of  pressure  to  the  extent  referred  to.  It 
appears  to  have  been  the  practice  of  the  company  to  operate  the 
system  under  such  conditions  that  the  pressure  at  the  so-called 
equalizing  plant  in  the  City  of  Elizabeth  would  be  maintained  at 
between  35  and  40  pounds.  The  slight  increase  to  45  pounds 
would  make  a  material  improvement  in  the  pressure  conditions  in 
a  large  part  of  the  city,  and  such  increase  should  be  immediately 
made  and  maintained.  The  only  exception  to  this  would  be  in 
case  of  a  severe  drought  during  the  coming  summer.  Eventually 
the  pressure  at  this  point  must  be  very  materially  increased  above 
that  stated,  but  until  a  new  and  largely  increased  supply  is  avail- 
able a  system  of  pressures  which  would  be  adequate  for  all  pur- 
poses cannot  be  fully  determined. 

The  Board  will  require  the  Elizabethtown  Water  Company  to 
take  immediate  steps  to  install  water  meters  on  its  services  to  aU 
of  its  customers,  with  a  view  to  having  meters  installed  on  all 
industrial  customers  and  at  least  5,000  of  the  tenements  and  the 
old*  residence  properties  by  December  31,  1920,  and  install  meters 
to  all  other  customers  by  November  i,  1921.  Each  and  every 
new  service  connection  made  after  the  issuance  of  this  report  will 
be  required  to  be  metered. 

Middlesex  Water  Company. 

With  reference  to  service  furnished  by  the  Middlesex  Water 
Company  the  Board  requires  that  the  installation  of  the  booster 
pump  at  Robinson's  Branch  be  expedited  in  every  possible  way. 
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The  Board  further  requires  that  the  installation  of  the  trans- 
mission main  referred  to  from  a  point  near  South  Plainfield  to 
Woodbridge  be  undertaken  as  promptly  as  arrangements  can  be 
made  to  finance  the  cost  of  construction. 

PlainHeld'Union  Water  Company. 

The  Board  requires  that  a  program  be  adopted  by  the  com- 
pany that  will  provide  for  the  installation  of  meters  measuring 
water  to  all  of  its  customers  and  that  this  programme  contem- 
plates the  complete  metering  of  the  system  by  the  first  of  No- 
vember, 1921. 

Appropriate  orders  will  issue. 

GENERAL    recommendations    TO    ALL    COMPANIES    CONCERNED. 

The  Board  recommends  that  all  steps  possible  be  taken  leading 
to  the  completion  of  the  development  at  the  junction  of  the  Rari- 
tan  and  Millstone  Rivers. 

In  order  to  increase  the  transmission  capacity  of  the  mains  in 
different  parts  of  the  City  of  Elizabeth,  it  is  recommended  that 
the  Elizabethtown  Water  Company  do  the  following : 

1.  In  the  territory  lying  east  of  the  Pennsylvania  Railroad  and 
north  of  the  Central  Railroad  of  New  Jersey,  extend  six-inch 
lines  in  three  additional  streets  generally  northward  to  connect  to 
the  ten-inch  line  in  Neck  Lane. 

2.  Replace  existing  mains  by  new  mains  as  follows : 

On  From  To 

Madison  Avenue       Magnolia  Street  Grand  Street  12-inch  'line 

Reid  Street  Magnolia  Street  Grand  Street  12-inch  line 

Fifth  Street  Elizabeth  Avenue  Jersey  Street  20-inch  line 

Third  Street  Elizabeth  Avenue  Jersey  Street  12-inch  line 

Jersey  Street  Sixth  Street  First  Street  20-inch  line 

Third  Street  Jersey  Street  Trumbull  Street  16-inch  line 

3.  Arrange  for  complete  pitometer  survey  to  be  commenced 
as  soon  as  possible  and  presented  to  completion  without  delay. 
It  is  estimated  that  this  will  take  from  eight  months  to  a  year 
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to  accomplish.  As  fast  as  leaks  are  developed  by  the  pitometer 
survey,  they  should  be  at  once  repaired. 

Inasmuch  as  the  testimony  submitted  in  this  case  develops  the 
fact  that  the  water  supply  to  the  whole  area  south  of  Elizabeth, 
east  of  Bound  Brook  and  north  of  the  Raritan  River  has  to  be 
considered  as  one  large  problem,  the  Board  recommends  that  the 
companies  engaged  in  this  territory  seriously  consider  the  desir- 
ability of  consolidation.  At  the  present  time  there  is  a  certain 
amount  of  conflict  of  interest  between  the  different  companies; 
consolidation  on  a  proper  basis  would  eliminate  this  and  would 
also,  in  the  opinion  of  the  Board,  assist  in  the  development  of 
a  proper  financial  plan  under  which  the  service  needed  by  the 
inhabitants  of  this  territory  can  be  supplied. 

In  the  course  of  the  hearings,  plans  of  the  new  work  con- 
templated to  be  constructed  at  the  Junction  of  the  Raritan  and 
Millstone  Rivers  were  submitted,  together  with  the  estimate  of 
the  cost  of  the  necessary  construction  of  plant  and  reinforce- 
ment of  mains,  at  pre-war  prices,  in  order  to  make  available 
the  contemplated  increase  of  20  M.  G.  D.  in  supply.  The  Board 
will  require  the  respective  companies  to  report  to  it  on  or  before 
October  i,  1920,  what  progress  shall  have  been  made  at  that 
date  towards  the  carrying  out  of  the  recommendations  herein- 
above made. 

Dated  June  2,  1920. 

ORDER. 

This  matter  having  been  duly  heard,  and  the  Board  having, 
on  June  second,  one  thousand  nine  hundred  and  twenty,  made 
and  filed  a  report  containing  its  findings  of  fact  and  conclusions 
thereon,  which  report  by  reference  thereto  herein  is  made  part 
hereof,  the  Board 

Hereby  orders  and  directs  the  said  Middlesex  Water  Com- 
pany, Elizabethtown  Water  Company  and  Plainfield-Union 
Water  Company  to  report  to  the  Board  on  or  before  the  first 
day  of  October,  one  thousand  nine  hundred  and  twenty,  such 
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progress  as  the  said  companies  at  that  time  shall  have  made 
toward  carrying  out  the  recommendations  of  the  Board  con- 
tained in  the  report  hereinbefore  referred  to. 

This  order  shall  become  eflfective  July  i,  1920. 

Dated  June  8,  1920. 

ORDER. 

This  matter  having  been  duly  heard,  and  the  Board  having 
on  June  second,  one  thousand  nine  hundred  and  twenty,  made 
and  filed  a  report  in  the  matter  of  investigation  of  service 
afforded  by  the  Middlesex  Water  Company,  Elizabethtown 
Water  Company  and  Plainfield-Union  Water  Company,  which 
report  in  so  far  as  the  same  refers  to  the  Elizabethtown  Water 
Company,  by  reference  thereto  herein,  is  made  part  hereof,  the 
Board  hereby  finds  and  determines  that  the  said  Elizabethtown 
Water  Company  does  not  furnish  safe,  adequate  and  proper  ser- 
vice, and 

Hereby  orders  and  directs  the  Elizabethtown  Water  Com- 
pany to  install,  on  or  before  the  thirty-first  day  of  December, 
one  thousand  nine  hundred  and  twenty,  for  the  purpose  of  meas- 
uring water  supplied  by  it,  meters  for  all  industrial  customers 
of  the  said  company  and  for  at  least  five  thousand  of  those  re- 
siding in  tenements  and  residence  properties  supplied  with  water 
for  domestic  service,  and  between  December  thirty-first,  one 
thousand  nine  hundred  and  twenty,  and  November  first,  one 
thousand  nine  hundred  and  twenty-one,  to  install  meters  for  all 
customers  of  the  company  not  included  in  the  foregoing. 

The  Board  further  orders  and  directs  that  each  and  every 
new  service  connection  made  after  the  effective  date  of  this  order 
shall  be  metered. 

This  order  shall  become  effective  July  i,  1920. 

Dated  June  8,  1920. 

ORDER. 

This  matter  having  been  duly  heard,  and  the  Board  having 
on  June  second,  one  thousand  nine  hundred  and  twenty,  made 
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and  filed  a  report  in  the  matter  of  investigation  of  service 
afforded  by  the  Middlesex  Water  Company,  Elizabethtown  Water 
Company  and  Plainfield-Union  Water  Company,  which  report 
in  so  far  as  the  same  refers  to  the  Plainfield-Union  Water  Com- 
pany, by  reference  thereto  herein,  is  made  part  hereof,  the  Board 
hereby  finds  and  determines  that  the  said  Plainfield-Union  Water 
Company  does  not  furnish  safe,  adequate  and  proper  service  and 

Hereby  orders  and  directs  the  Plainfield-Union  Water  Com- 
pany to  install,  on  or  before  the  first  day  of  November,  one 
thousand  nine  hundred  and  twenty-one,  for  the  purpose  of  meas- 
uring water  supplied  to  its  customers,  meters  at  the  premises  of 
all  customers  supplied  with  water  by  the  said  company. 

This  order  shall  become  effective  July  i,  1920. 

Dated  June  8,  1920. 

ORDER. 

This  matter  having  been  duly  heard,  and  the  Board  having 
on  June  second,  one  thousand  nine  hundred  and  twenty,  made 
and  filed  a  report  in  the  matter  of  investigation  of  service  afforded 
by  the  Middlesex  Water  Company,  Elizabethtown  Water  Com- 
pany and  Plainfield-Union  Water  Company,  which  report  in 
so  far  as  the  same  refers  to  the  Middlesex  Water  Company  by 
reference  thereto  herein,  is  made  part  hereof,  the  Board  hereby 
finds  and  determines  that  the  said  Middlesex  Water  Company 
does  not  furnish  safe,  adequate  and  proper  service  and 

Hereby  orders  and  directs  the  Middlesex  Water  Company 
to  install  at  its  Rahway  Station  a  booster  equipment  having  a 
capacity  of  four  million  gallons  of  water  per  day,  the  said 
booster  equipment  to  be  in  operation  not  later  than  July  fifteenth, 
one  thousand  nine  hundred  and  twenty. 

The  Board  further  orders  and  directs  the  Middlesex  Water 
Company  to  report  to  it  not  later  than  September  twenty-third, 
one  thousand  nine  hundred  and  twenty,  such  arrangements  as 
it  has  made,  or  attempted,  to  finance  the  cost  of  construction  of 
a  transmission  main  from  South  Plainfield  to  Woodbridge. 

This  order  shall  become  effective  July  i,  1920. 

Dated  June  8,  1920. 
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No.  791. 

Borough  of  Beachwood  et  al.  vs.  Ocean  County  Gas 

Company. 

AMENDMENT  OF  ORDER. 

The  Board  of  Public  Utility  Commissioners  having  on  the 
twentieth  day  of  March,  nineteen  hundred  and  nineteen,  issued 
an  order  directing  the  Ocean  County  Gas  Company  to  do  and 
perform  certain  things,  and  it  appearing  to  the  Board  that  ex- 
isting conditions  are  such  that  an  extension  of  the  time  for  the 
completion  of  the  work  called  for  in  said  order  until  May  first, 
nineteen  hundred  and  twenty-one,  would  be  reasonable,  the  Board 

Hereby  orders  and  directs  that  its  order  of  March  twen- 
tieth, nineteen  hundred  and  nineteen,  hereinbefore  referred  to, 
shall  be  amended  so  that  the  time  for  the  completion  of  the  work 
called  for  in  said  order  shall  be  extended  to  May  first,  nineteen 
hundred  and  twenty-one. 

Dated  June  3,  1920. 


No.  792. 

In  the  Matter  of  the  Application  of  the  Central  Rail- 
road Company  of  New  Jersey  for  Au^thority  to  Issue 
Not  to  Exceed  Six  Million  Two  Hundred  and  Eighty- 
Five  Thousand  Dollars  ($6,285,000)  Far  Value  of 
Equipment  Notes  Under  Equipment  Trust  Agree- 
ment Dated  January  15,  1920,  Made  with  Walker 
D.  HiNES,  Director-General  of  Railroads,  and  Guar- 
anty Trust  Company  of  New  York  as  Trustee. 

1.  Application  is  made  by  the  Central  Railroad  Company  of  New  Jersey 
for  authority  to  issue  not  to  exceed  $6,285,000  par  value  of  equipment  notes. 

2.  From  the  testimony,  it  appears  that  issues  of  notes  to  the  aggregate 
amount  of  $5,775,000  are  needed  under  the  agreement  to  pay  for  equipment 
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the  purchase  price  o^  which  is  now  definitely  fixed.  It  is  the  Board's  judg- 
ment that  issues  to  this  total  amount  should  be  approved  but  that  approval 
should  not  be  given  to  any  issue  beyond  this  until  the  further  sum,  if  any, 
shall   be   definitely   fixed. 

William  A.  Barkalow,  for  the  Petitioner. 

The  petition  in  this  matter  recites  that  the  Central  Railroad 
Company  of  New  Jersey  is  a'  corporation  organized  and  created 
under  and  existing  by  virtue  of  the  laws  of  the  State  of  New 
Jersey ;  that  the  President,  under  powers  conferred  upon  him  by 
the  Constitution  and  laws  of  the  United  States,  took  possession 
and  assumed  control  of  the  petitioner's  railroad  and  the  appur- 
tenances thereof,  and  exercised  such  possession,  control  and  its 
operation  by  and  through  the  EHrector-General  of  Railroads  for 
a  period  of  time  commencing  on  December  28,  191 7,  and  end- 
ing on  February  29,  1920;  that  the  President,  through  the 
Director-General  of  Railroads,  purchased  certain  motive  power, 
cars  and  other  equipment  and  allocated  the  same  to  the  peti- 
tioner's railroad,  and  that  the  petitioner  entered  into  an  equip- 
ment trust  agreement  with  the  Director-General  of  Railroads, 
whereby  said  Director-General  released  all  right,  title  and  in- 
terest to  certain  equipment,  specifically  set  forth  in  the  petition, 
to  the  Guaranty  Trust  Company  of  New  York  as  Trustee.  For 
this  equipment  so  set  forth,  minimum  and  maximum  prices  are 
specified. 

It  is  further  recited  that  under  the  provisions  of  the  equip- 
ment trust  agreement  the  petitioner  (the  Central  Railroad  Com- 
pany of  New  Jersey)  agrees  to  purchase  and  receive  from  the 
Trustee  all  the  equipment  upon  and  subject  to  certain  terms  and 
conditions  imposed.  These  provide  that  in  consideration  of  the 
sale  to  the  petitioner  of  the  equipment  it  will  pay  to  the  Trustee 
an  amount  equal  to  the  aggregate  purchase  price  paid  or  to  be 
paid  by  the  Director-General  to  the  manufacturers  thereof. 

For  this  purpose  the  petitioner  agrees  to  execute  and  deliver 
to  the  Trustee  for  authentication  or  delivery  to,  or  on  the  order 
of  the  Director-General,  notes  to  the  aggregate  principal  amount 
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equal  to  the  minimum  purchase  price  of  all  material  which  has 
been  delivered  to  the  Director-General.  When  other  material 
which  is  specifically  described  in  the  petition  shall  be  delivered 
to  the  Director-General  or  to  the  petitioner,  a  certificate  to  that 
eflfect  delivered  to  the  Trustee,  and  a  bill  of  sale  thereof  by  the 
Director-General  and  the  manufacturer  to  the  Trustee,  the  peti- 
tioner is  to  execute  and  deliver  to  the  Trustee  for  authentication 
and  delivery  to  or  upon  the  order  of  the  Director-General  notes 
to  an  aggregate  principal  amount,  equal  to  the  minimum  pur- 
chase price  of  such  equipment. 

The  Director-General,  not  later  than  August  i,  1920,  is  to 
compute  and  determine  the  actual  pairchase  price,  and  cause  to 
be  filed  with  the  Trustee  and  the  petitioner  a  certificate  specify- 
ing such  purchase  price.  If  such  certificate  in  respect  to  any 
equipment  shall  not  be  filed  on  or  before  August  i,  1920,  the  pur- 
chase price  of  the  equipment  in  respect  of  which  such  certificate 
shall  not  be  filed  shall  be  the  minimum  purchase  price  as  specified. 

From  time  to  time,  as  such  certificates  specifying  the  actual 
purchase  price  shall  be  made  and  filed,  the  petitioner  agrees  to 
deliver  to  the  Trustee  for  authentication  and  delivery  to  or  upon 
the  order  of  the  Director-General,  notes  to  an  aggregate  principal 
amount  equal  to  the  difference  between  the  minimum  purchase 
price  and  the  purchase  price  of  such  equipment  as  so  certified. 
The  petitioner  states  that  to  cover  the  minimum  purchase  price 
of  the  equipment  delivered  and  to  be  delivered,  and  the  possible 
difference  between  the  actual  and  minimum  purchase  prices,  the 
total  issue  of  notes  will  not  exceed  the  sum  of  $6,285,000,  and 
probably  will  be  much  less ;  that  the  equipment  trust  agreement 
was  executed  on  February  28,  1920,  and  that  at  the  same  time 
the  petitioner  executed  fifteen  temporary  notes  each  for  $237,000, 
total  $3,555,000,  to  cover  the  minimum  purchase  price  of  the 
equipment  completed  and  delivered  to  the  Director-General. 

Application  is  made  to  the  Board  of  Public  Utility  Commis- 
sioners for  an  order  "approving  and  authorizing  the  execution 
of  the  aforesaid  equipment  trust  agreement  and  the  issuing  of 
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said  equipment  notes,  all  for  the  uses  and  purposes  as  in  said 
equipment  trust  agreement  set  out  and  for  such  further  order 
in  the  premises  as  your  Board  may  deem  necessary." 

On  this  application  hearing  has  been  held.  From  the  testi- 
mony at  the  hearing  it  appears  that  issues  of  notes  to  the  aggre- 
gate amount  of  $5,775,000  are  needed  under  the  agreement  to 
pay  for  equipment  the  purchase  price  of  which  is  now  definitely 
fixed.  It  is  the  Board's  judgment  that  issues  to  this  total  amount 
should  be  approved,  but  that  approval  should  not  be  given  to  any 
issue  beyond  this  until  the  further  sum,  if  any,  shall  be  definitely 
know  and  fixed. 

An  order  approving  the  equipment  of  the  trust  agreement  and 
of  the  issuance  of  notes  to  the  amount  of  $5,775,000  will  be 
entered. 

Dated  June  17,  1920. 


No.  793. 

In  the  Matter  of  the  Petition  of  the  Monmouth  Light- 
ing Company  to  Increase  Its  Rates  to  the  Jersey  Cen- 
tral Traction  Company. 

I.  An  electric  utility  is  permitted  to  increase  its  rate  to  an  electric  railway 
from  1.5  cents  per  kilowatt  hour  to  two  cents,  it  appearing  that  the  rate  of 
1.5  cents  is  insufficient  and  discriminatory  and  can  only  result  in  an  undue 
burden  upon  the  other  customers  of  the  utility. 

C,  L.  S.  Tingley,  for  the  Company. 

The  petition  presented  to  the  Board  requests  approval  of  an 
increase  in  rate  to  be  charged  by  the  Monmouth  Lighting  Com- 
pany to  the  Jersey  Central  Traction  Company  from  1.5  cents  per 
kilowatt  hour  to  two  cents. 

As  a  result  of  formal  proceedings  before  the  Board  the  Mon- 
mouth Lighting  Company  was  permitted  to  file  a  new  schedule 
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of  rates  for  light  and  for  power  which  became  effective  October 
II,  1 91 8.  By  agreement,  however,  the  company  did  not  apply 
the  new  schedule  of  wholesale  power  rates  to  the  Jersey  Central 
Traction  Company,  but  continued  to  charge  in  accordance  with 
its  former  schedule  of  1.5  cents  per  kilowatt  hour. 

In  connection  with  the  present  petition  the  company  submits 
proof  (see  Exhibit  A)  showing  that  for  the  year  1918  a  deficit 
in  the  net  income  after  taking  account  of  interest  charges  was 
$32,165.78  and  that  the  corresponding  deficit  for  the  year  1919, 
after  the  new  schedule  of  rates  had  been  in  effect  about  two  and 
a  half  months,  was  $10,230.46.  An  increase  of  0.5  cent  per  kilo- 
watt hour  on  the  current  sold  to  the  traction  company  would 
have  resulted  in  no  deficit  at  the  end  of  191 9. 

The  valuation  of  this  property  and  the  relation  between  the 
revenues,  expenses  and  the  valuation  were  considered  in  a  pre- 
vious rate  investigation.  No  reference  will  therefore  be  made  to 
such  details  in  this  report,  but  the  matter  will  be  considered  en- 
tirely from  the  standpoint  of  the  deficit  in  the  operating  results 
for  19 19,  that  being  the  first  full  year  under  the  new  schedule  of 
rates.  The  company  submitted  data  (see  Exhibit  P-2)  showing 
that  the  revenue  from  current  sold  to  railway  corporations  was 
$59,758,  of  which  $48,422  was  sold  to  the  Jersey  Central  Trac- 
tion Company  at  a  rate  of  1.5  cents  per  kilowatt  hour.  From 
Exhibit  P-2  it  would  appear  that  the  cost  of  furnishing  service 
to  the  Jersey  Central  Traction  Company  was  3.68  cents  per  kilo- 
watt hour.  This  alleged  cost  of  current  furnished  to  the  railway 
company  takes  into  consideration  losses  in  transmission  of  elec- 
trical energy  between  the  power  station  near  Keyport  and  the  five 
substations.  Owing  to  the  fact  that  energy  transmitted  over  these 
transmission  lines  to  the  substations  is  in  general  used  for  both 
ordinary  lighting  and  power  and  for  street  railway  service,  and 
owing  to  the  further  fact  that  the  amount  of  energy  in  kilowatt 
hours  and  the  maximum  demands  in  kilowatts  are  varying  con- 
siderably from  hour  to  hour  and  from  day  to  day,  it  is  not  defi- 
nitely certain  that  the  claimed  cost  of  3.68  cents  is  accurate.  The 
Monmouth  Lighting  Company,  however,  proposes  to  make  a 
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charge  of  two  cents  per  kilowatt  hour  for  the  current  furnished 
to  the  Jersey  Central  Traction  Company.  This  is  so  much  lower 
than  the  claimed  cost  ho  objection  can  be  taken  based  upon  the 
assumption  that  losses  have  not  been  properly  calculated,  as  any 
inaccuracy  in  the  calculation  of  losses  between  energy  generated 
and  energy  delivered  would  not  equal  difference  between  3.68 
cents  and  two  cents. 

In  the  former  case  before  the  Board  which  led  to  the  rates 
which  became  effective  October  11,  1918,  Schedule  No.  5  was  a 
schedule  of  the  wholesale  power  rates  applicable  to  large  power 
consumers.  The  effect  of  the  application  of  this  rate  to  the  Jer- 
sey Central  Traction  Company  is  shown  in  Exhibit  P-3.  In  that 
exhibit  it  is  shown  that  the  yearly  charge  for  service  to  the  trac- 
tion company  would  be  $65,735. 

The  actual  amount  charged  for  the  year  1919  at  the  1.5  cent 
rate  was  $48,422. 

Sixty-four  thousand  four  hundred  eighty-seven  dollars  would 
have  been  the  charge  had  a  rate  of  two  cents  per  kilowatt  hour 
been  in  effect. 

The  Board  will  therefore  permit  the  charge  of  two  cents  per 
kilowatt  hour  to  be  made  by  the  Monmouth  Lighting  Company 
for  the  electrical  energy  supplied  to  the  Jersey  Central  Traction 
Company.  An  amendment  to  its  present  schedule  providing  for 
such  a  charge  may  be  filed,  effective  July  i,  1920.  In  permitting 
this  increased  rate  to  the  petitioner  it  should  not  be  construed 
that  the  Board  obligates  itself  thereby  to  permit  an  increase  in 
the  rates  of  fare  in  the  proceeding  now  pending  before  it  in  the 
application  of  the  Jersey  Central  Traction  Company  to  absorb 
the  increased  cost  to  it.  Each  case  must  be  considered  sepa- 
rately and  upon  the  facts  and  circumstances  existing. 

From  the  evidence  in  the  present  case  it  is  apparent  that  the 
existing  rate  charged  by  the  petitioner  to  the  traction  company 
is  insufficient  and  discriminatory  and  can  only  result  in  an  undue 
burden  upon  the  other  customers  of  the  petitioner. 

Dated  June  17,  1920. 
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No.  794. 

In  the  matter  of  the  appucation  of  the  Tri-County  Elec- 
tric Company  for  Approval  of  $73,500  Capital  Stock 
AT  Par. 

I.  Application  is  made  for  approval  of  an  issue  of  capital  stock  to  the 
amount  of  $73>500  to  cover  expenditures  made  and  to  be  made  by  an  electric 
utility. 

2.  The  amount  already  expended  has  been  checked  by  the  Board's  engineer 
and  represents  expenses  for  construction  work  which  may  be  properly  capi- 
talized. Approval  is  given  to  the  issuance  of  securities  for  .$17,800  for 
this  purpose. 

3.  Approval  is  given  for  the  issuance  of  additional  securities  to  the  amount 
of  $24,500. 

Edzvard  F.  Merrey  and  John  Pomfret,  for  the  Petitioner. 

Application  in  the  above  matter  was  filed  on  April  26  and 
hearing  was  held  on  May  13,  1920. 

The  petition  and  testimony  offered  show  that  this  company 
was  incorporated  April  2,  19 19,  under  the  General  Corporation 
Act  of  the  State  of  New  Jersey,  with  a  total  authorized  capital 
stock  of  $25,000,  divided  into  two  hundred  fifty  shares  of  the  par 
value  of  $100  each,  and  that  the  authorized  capital  stock  was 
increased  from  $25,000  to  $125,000  on  March  11,  1920.  This 
company  is  buying  and  purposes  to  buy  power  from  the  Borough 
of  Pompton  Lakes  for  the  purpose  of  supplying  electric  light,  heat 
and  power  service  to  the  residents  of  Pequannock  Township,  in 
the  County  of  Morris,  and  in  the  Borough  of  Wanaque,  in  the 
County  of  Passaic.  A  statement  of  expenditures,  filed  at  the 
hearing  as  Exhibit  P-4,  indicates  that  construction  was  started 
about  April  i,  1919,  and  is  still  in  progress,  the  total  expenditures 
to  April  9,  1920,  amounting  to  $1 7,85 1 .87.  From  this  amount  the 
company  deducts  $500  received  as  deposits  for  meters  and  asks 
for  apvproval  of  $73,500  in  stock  to  cover  these  expenditures. 

In  addition  to  the  expenditures  already  made,  the  company 
seeks  approval  of  the  issue  of  securities  to  provide  funds  for  the 
following  purposes : 
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(a)  $5,000— Estimated  cost  of  completion  of  the  Pompton  Lakes  Line. 

(b)  5,000— Estimated  cost  of  transformers  and  meters   for  use  in  the 

present  service  of  the  petitioner. 

(c)  18,000— Estimated  cost  of  construction  of  the  proposed  Lincoln  Park 

Line. 

(d)  18,000— Estimated  cost  of  construction  of  the  proposed  Nigger  Hill 

Line. 

(e)  1,000— Representing  interest  on  construction. 

(f)  2,500 — For  incidental  expenses. 

(g)  5»ooo— For  services  rendered  to  date  by  Samuel  W.  McElroy. 
(h)     2,000 — For  counsel  fees  for  services  rendered  to  date. 

The  amount  already  expended  to  date  has  been  checked  by 
the  Board's  engineer  and  the  items  are  found  to  represent  ex- 
penses for  construction  work  which  may  be  properly  capitalized. 

Item  (d),  covering  the  proposed  Nigger  Hill  Line,  may  be 
eliminated  from  consideration  in  the  present  instance,  as  the  con- 
struction of  this  line  within  the  immediate  future  is  not  probable. 

Items  (a),  (b)  and  (c)  representing  construction  work,  will 
probably  be  completed  within  the  current  year,  but  may  or  may 
not  cost  the  amounts  estimated.  The  amounts  estimated  are  con- 
sidered to  be  liberal  estimates  of  the  probable  cost. 

Item  (e),  representing  interest  on  construction,  is  too  large 
an  item  to  represent  interest  expense  incurred  to  date,  but  prob- 
ably is  a  sufficient  amount  to  cover  the  total  expenditure  for  this 
item  if  the  work  proposed  to  be  done  during  the  current  year  is 
taken  into  account.  Exhibit  P-4  shows  that  construction  expen- 
ditures started  April  10,  19 19,  and  that  construction  expendi- 
tures are  listed  as  continuing  down  to  April  9,  1920.  On  the 
basis  of  the  monthly  expenditures  as  listed  and  six  per  cent, 
interest  rate,  $500  appears  ample  to  cover  this  item  to  date. 

Item  (f)  represents  a  liberal  estimate  for  incidental  expendi- 
tures when  taken  in  connection  with  items   (a),  (b)   and  (c). 

Items  (g)  and  (h)  represent  relatively  large  amounts  when 
considered  in  connection  with  the  work  which  has  been  actually 
done  up  to  the  present  time,  or  which  it  is  proposed  to  do  during 
the  current  year. 
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CONCLUSIONS. 

After  due  consideration  of  the  facts  in  this  case,  the  Board 
will  approve  the  issue  of  securities  for  $17,800  to  cover  con- 
struction expenditures  already  made  as  shown  in  Exhibit  P-4. 
A  deduction  of  $500  on  account  of  money  received  as  deposits 
on  meters  is  not  made  as  the  company  will  need  at  least  this 
amount  ^or  the  working  capital. 

Approval  will  be  g^ven  to  the  issue  of  additional  securities 
to  cover  expenditures  for  the  additional  items  shown. 

Foritcms  (a),  (b),    (c)    and    (f),    proposed   construction,    described 

above  $20,000 

For  item  (e)  interest  charge  incurred  to  April  9,  1920 500 

For  interest  charge  to  be  incurred  subsequently  to  April  9, 

1920 500 

For  item  (g)  Engineering   and    superintendence;    also    services    and 

expenses  for  organization  and  securing  franchises 2,500 

For  item  (h)  Counsel  fees  for  services  rendered  or  to  be  rendered. .       1,000 

A  report  as  provided  in  Conference  Order  Number  Seven 
must  be  filed,  covering  all  expenditures  made. 

The  total  stock  approved  to  be  issued  at  par  is  $42,300. 
A  certificate  will  so  issue. 
Dated  June  17,  1920. 


No.  796. 

In  the  Matter  of  the  Borough  of  Metuchen  vs.  Public 
Service  Railway  Company  in  re  Operation  of  Shuttle 
Car  on  Main  Street,  and  Transfer  Charge  in  Con- 
nection Therewith. 

1.  The  Public  Service  Railway  Company  changed  arbitrarily  the  routing 
of  cars  and  the  manner  of  service  against  the  protest  of  the  municipalities 
affected  and  without  the  consent  of  the  Board. 

2.  Contracts  with  municipalities  remain  valid,  binding  obligations  unaf- 
fected in  their  terms  until  a  court  of  competent  jurisdiction  or  the  Board  of 
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Public  Utility  Commissioners  by  lawful  order,  after  hearing,  permits  a  change 
in  such  routing  or.  operation. 

3.  The  appropriate  procedure  to  follow  before  abandoning  service  was  by 
application  to  the  Board. 

P.  M.  P.  Pearse,  for  the  Petitioner. 

L,  D,  H.  Gilmour,  for  the  Respondent. 

L.  Edward  Herrnumn,  for  the  Board. 

On  August  15,  1918,  a  communication  was  received  from  the 
Borough  of  Metuchen,  stating  that,  contrary  to  existing  fran- 
chise agreement,  the  Public  Service  Railway  Company  is  operat- 
ing, on  Main  Street,  in  Metuchen,  a  shuttle  car  from  the  junc- 
tion of  Amboy  Avenue  and  Main  Street,  to  the  Pennsylvania 
Railroad  Station,  said  shuttle  car  making  connections  with  the 
through  service  operating  from  Newark  through  Metuchen  to 
New  Brunswick.  It  was  asserted  that  the  existing  franchises 
provide  that  through  service  should  be  operated  from  New 
Brunswick  on  Main  Street,  Metuchen,  to  the  end  of  the  line, 
which  is  located  approximately  at  the  Pennsylvania  Station.  It 
was  also  stated  in  the  communication  that  a  transfer  charge  of 
one  cent  is  being  collected  from  passengers  transferring  from 
the  through  line  to  the  shuttle  car,  and  vice  versa,  thus  making 
an  increase  in  fare  over  and  above  that  provided  for  under  the 
franchise  agreement.*  It  is  claimed  that  two  provisions  of  the 
franchise  are  being  violated  by  the  Public  Service  Railway  Com- 
pany in  the  operation  of  its  line  in  Metuchen  and  vicinity. 

It  was  further  alleged  that  at  certain  hours  of  the  day  the 
through  service  from  New  Brunswick  to  the  end  of  the  line  at 
the  Pennsylvania  Railroad  Station  is  being  maintained  for  the 
purpose,  apparently,  of  accommodating  a  large  number  of  work- 
men employed  at  the  Raritan  Arsenal,  located  on  the  line  be- 
tween Metuchen  and  New  Brunswick,  such  workmen  residing 
in  the  northerly  section  of  Metuchen.  It  is  claimed  that  the 
practice  of  compelling  passengers  to  transfer  and  charging  them 
for  so  doing  is  not  uniform.     It  is  further  alleged  that  at  the 
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junction  of  Amboy  Avenue  and  Main  Street,  Metuchen,  a  "Y" 
has  been  installed  by  the  traction  company,  witiiout  authority. 
The  communication  also  contains  the  following  statement: 

"We  feel  that  transfers  issued  at  this  point  under 
the  circumstances  which  I  have  related  should  be  issued 
free  of  charge  or  that  the  company  be  directed  to  op- 
erate its  cars  in  accordance  with  the  terms  of  the  fran- 
chise.'' 
Under  date"  of  September  30,  1918,  a  report  was  submitted 
by  an  inspector  of  the  Board  in  regard  to  the  matter,  describing 
the  situation  in  detail  as  a  result  of  his  investigation,  quoting 
paragraphs  from  the  ordinances  relative  to  fares  in  the  vicinity 
in  question  and  adjacent  territory,  and  calling  attention  to  the 
Board's  order  of  July  10,  1918,  permitting  the  Public  Service 
Railway  Company  to  charge  one  cent  on  all   initial  transfers 
granted  by  said  company  to  its  passengers  on  and  after  August  i, 
1918. 

Under  date  of  December  17,  1918,  a  formal  petition  out- 
lining the  situation  in  detail  as  covered  by  the  communication 
of  August  15,  1918,  was  filed  with  the  Board.  The  last  four 
sections  of  the  petition  read  as  follows: 

"7.  That  in  the  franchise  to  the  Brunswick  Traction 
Company,  Section  12  provides,  *The  said  Company  shall 
run  its  cars  between  Metuchen  and  the  City  of  New 
Brunswick  at  least  once  each  half -hour,  each  way  be- 
tween 6  A.  M.  and  8  P.  M.  *  ♦  ♦,  which  cars  shall 
afford  passengers  continuous  transportation  between 
said  points  without  change  of  cars.' 

"8.  That  said  shuttle  service  is  contrary  to  the  pro- 
\risions  of  the  franchise. 

"9.  That  recently  cars  have  been  run  through  Main 
Street  direct  to  Camp  Raritan  and  a  fare  of  seven  cents 
(.07)  charged  but  passengers  on  through  cars  to  or 
from  New  Brunswick  are  compelled  to  change  at  the 
junction  and  pay  a  transfer  charge  of  one  cent  (.01). 
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"10.  That  said  transfer  charge  is  unlawful  and  dis- 
criminates between  passengers  over  the  same  route/' 

Hearings  on  the  matter  were  held  January  23  and  30,  1919. 
Copies  of  the  franchises  and  specific  data  relative  to  the  number 
of  passengers  carried  on  the  through  service  and  on  the  shuttle 
service  on  certain  specific  dates  were  submitted  at  these  hearings. 

The  original  franchises  were  granted  in  the  years  1897  and 
1901,  respectively,  the  one  to  the  Brunswick  Traction  Company 
to  construct  and  operate  a  trolley  from  the  northerly  end  of  Main 
Street,  southerly  through  said  street  to  the  township  limits  and 
so  on  to  New  Brunswick;  the  other  to  the  Raritan  Traction 
Company  to  construct  and  operate  a  trolley  from  the  junction 
of  Amboy  Avenue  with  Main  Street,  easterly  through  Amboy 
Avenue  to  Perth  Amboy.  It  will  be  noted  that  accx>rding  to  the 
terms  of  the  franchises  through  service  is  required  to  be  operated 
from  the  Pennsylvania  Railroad  Station  through  the  Town  of 
Metuchen,  on  Main  Street,  and  thence  on  to  New  Brunswick. 
Some  time  after  the  taking  over  of  the  property  of  the  two  here- 
inbefore-mentioned companies  by  the  Public  Service  Railway 
Company  such  through  service  was  abandoned  for  regular  opera- 
tion and  through  service  was  established  from  Newark  to  New 
Brunswick  and  ix)ints  beyond,  through  Metuchen  via  Amboy  Ave- 
nue to  Main  Street,  and  thence  easterly  on  Main  street.  This  was 
done  in  violation  of  the  terms  of  the  ordinance  previously  re* 
ferred  to,  by  the  acceptance  of  which  the  company  agreed  to 
"run  its  cars  between  Metuchen  and  the  City  of  New  Bruns- 
wick at  least  once  each  half  hour,  each  way  between  6  A.  M.  and 
8  P.  M.,  *  *  *  which  cars  shall  afford  passengers  contin- 
uous transportation  between  said  points  without  change  of  cars." 
Thereafter  the  service  on  Main  Street  from  Amboy  Avenue  to 
the  Pennsylvania  Railroad  was  operated  by  means  of  a  shuttle 
car  as  hereinbefore  described,  free  transfers  being  issued  to 
passengers  transferring  from  the  through  cars  to  the  shuttle  cars 
and  vice  versa. 

The  company  thus  changed  arbitrarily  the  routing  of  cars  and 
the  mp'— er  of  service  against  the  protest  of  the  municipalities 


Digitized  by 


Google 


152  Board  of  Public  Utility  Commissioners. 

Borough  of  Metuchen  vs.  Pub.  Serv.  Ry.  Co. 

affected  and  without  the  consent  of  this  Board.  Tn  our  opinion 
the  Public  Service  Railway  Company  has  no  right  or  authority 
to  violate  its  contract  with  the  municipalities.  All  such  con- 
tracts remain  valid,  binding  obligations  unaffected  in  their  terms, 
until  a  court  of  competent  jurisdiction  or  the  Board  of  Public 
Utility  Commissioners,  by  lawful  order,  after  hearing,  permits 
a  change  in  such  routing  or  operation. 

Upon  the  Board's  order  of  July  10,  1918,  providing  for  a 
charge  of  one  cent  on  all  initial  transfers  issued  by  the  Public 
Service  Railway  Company  becoming  effective  August  i,  1918, 
the  charge  for  transfers  between  the  shuttle  cars  and  the  through 
cars  at  Amboy  Avenue  and  Main  Street  was  instituted  and  has 
since  continued  in  effect.  Eharing  the  period  of  the  war  and  until 
the  spring  of  1919,  during  the  rush  hours,  certain  cars  were  run 
through  from  New  Brunswick  to  the  end  of  the  line  in  Metuchen, 
at  the  Pennsylvania  Railroad  Station,  in  order  to  accommodate 
unusually  heavy  traffic  which  had  developed  as  the  result  of  the 
establishment  of  a  government  arsenal  known  as  Camp  Raritan, 
now  Bonhamtown,  a  small  settlement  a  short  distance  north  of 
New  Brunswick. 

The  testimony  and  exhibits  indicated  that  the  traffic  on  the 
shuttle  car  was  exceedingly  light,  the  majority  of  the  passengers 
who  left  or  boarded  the  through  cars  at  the  junction  of  Amboy 
Avenue  and  Main  Street  walking  to  and  from  the  Pennsylvania 
Railroad  Station  and  vicinity  rather,  apparently,  than  pay  the 
extra  charge  of  one  cent  entailed  in  riding  the  same  distance, 
which,  it  was  testified,  is  approximately  1,000  feet.  It  was  also 
shown  that  the  traffic  on  the  few  through  trips  was  compara- 
tively heavy.  Also,  that  the  traffic  on  the  few  through  trips  be- 
tween Camp  Raritan  and  the  Pennsylvania  Railroad  Station, 
which  were  operated  incident  to  the  establishment  of  said  camp, 
was  heavy,  which  traffic,  however,  has  now  been  reduced  to  a 
minimum  owing  to  the  practical  abandonment  of  said  camp. 

The  Utility  Act  expressly  provides  that  the  Board,  after  hear- 
ing, may  require  any  utility  operating  within  its  jurisdiction  to 
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maintain  safe,  proper  and  adequate  service.  In  this  iM"oceeding 
we  are  not  asked  to  pass  upon  the  operation  of  the  shuttle  service, 
its  merits  or  sufficiency.  The  railway  company  has  not  asked 
that  the  manner  of  operating  its  cars  in  Metuchen  be  investi- 
gated and  approved,  but  has  substituted  a  service  different  from 
that  required  by  the  ordin3.nce  without  the  consent  of  the  mu- 
nicipalities or  this  Board. 

The  Board  is  not  satisfied  of  the  necessity  for  nor  the  desira- 
bility of  the  re-establishment  of  the  service  required  by  the  ordi- 
nances, from  Metuchen  to  New  Brunswick,  in  addition  to  that 
now  furnished.  The  appropriate  procedure  to  follow,  however, 
before  abandoning  this  service,  was  by  application  to  this  Board. 
Before  making  any  order  with  reference  thereto  the  Board  will 
entertain  an  application  from  the  company  in  the  matter  upon 
which  a  full  hearing  can  be  had. 

Dated  June  17,  1920. 


No.  796. 

Application  of  Borough  of  East  Rutherford  for  Approval 
OF  Ordinance  in  re  Removal  of  Tracks  of  Public 
Service  Railway  Company. 

Application  of  Public  Service  Railway  Company  for  Ap- 
proval OF  Ordinance  of  East  Rutherford^  Passed  May 
3,  1920. 

Leroy  Vanderburgh,  for  the  Borough. 

L.  D.  H.  Gilmour,  for  the  Company. 

Otto  J.  Strasser,  in  Opposition. 

A  petition  has  been  presented  by  the  Borough  of  East  Ruther- 
ford, requesting  that  the  Board  approve  an  ordinance  entitled, 
"An  Ordinance  requesting  the  removal  of  tracks  of  Public  Ser- 
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vice  Railway  Company  from  Park  Avenue  between  Paterson 
Avenue, and  the  Erie  Railway  Company's  tracks,  in  the  Borough 
of  East  Rutherford,  County  of  Bergen,  and  State  of  New  Jersey, 
and  consenting  to  the  abandonment  of  the  operation  thereof," 
adopted  by  the  Council  of  said  Borough  May  3,  1920. 

Under  date  of  May  12,  1920,  the  Public  Service  Railway 
Company  also  submitted  a  petition  asking  the  Board's  approvd 
of  the  same  ordinance. 

The  line  in  question  is  a  single  track  road  about  895  feet  in 
length  over  which  is  operated  a  shuttle  service  between  the  Erie 
Railroad  station  and  the  Passaic  Line  of  the  Public  Service 
Railway  Company  which  operates  on  Paterson  Avenue.  One  car, 
which  is  operated  by  one  man,  is  operated  on  this  line.  It  is 
known  as  the  Rutherford  Wye  Line. 

After  full  hearing  and  discussion  of  the  said  ordinance  and  its 
effect  upon  the  traveling  public  accommodated  by  the  said  spur, 
the  Board  has  decided  to  give  its  approval  to  the  said  ordinance 
upon  the  express  condition  that  tlie  Public  Service  Railway  Com- 
pany shall  furnish  equivalent  service  to  that  now  being  provided, 
by  issuing  on  and  after  the  discontinuance  of  the  service  on 
Park  Avenue,  a  transfer  to  passengers  changing  from  the  Passaic 
Line  to  the  Hackensack  Line  at  the  Junction  of  Paterson  Avenue 
and  Hackensack  Street  for  the  purpose  of  riding  to  the  Erie 
station  in  Rutherford,  N.  J.,  and  to  issue  transfers  at  said  point 
from  said  station  in  opposite  direction. 

Dated  June  17,  1920. 


No.  797. 

In  the  Matter  oe  the  Revised  Schedule  oe  Rates  oe  the 
Middlesex  Water  Company. 

I.  In  a  report  by  the  Board,  dated  September  10,  1918,  it  concluded  that 
the  total  value  new  of  the  company's  property  as  of  December  31,  1917, 
ittcluding  allowances  for  overhead  charges,  was  $1, 150,755-    From  this  accrued 
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depreciation,  estimated  partly  on  an  age  and  life  basis  (straight  line  depre- 
dation) and  partly  on  a  condition  basis,  of  $126,700  was  deducted,  leaving  a 
value  new  less  depreciation  of  the  tangible  fixed  capital  of  $1,024,055. 

2.  To  determine  the  value  of  the  property  as  of  December  31,  1919,  the 
Board  takes  as  a  starting  point  the  determination  made  as  of  December  31, 
191 7,  including  the  overhead  charges  then  allowed  and  deducting  the  accrued 
depreciation  determined  at  that  time.  Additions  and  deductions  for  property 
added  and  property  withdrawn  within  the  years  1918  and  1919  are  then  made. 
The  accrued  depreciation  is  affected  by  the  increase  in  the  authorization 
reserve  for  the  years  19 18  and  19 19  and  by  the  amount  previously  estimated 
as  having  accrued  on  the  property  that  has  been  withdrawn  from  service 
during  this  period. 

3.  To  the  total  tangible  fixed  capital  as  of  December  31,  1919,  there  arc 
added  for  organization  and  franchise  expense  a  total  of  $25,000,  and  for 
working  capital  a  total  of  $50,000. 

4.  In  determining  the  amount  to  be  allowed  for  working  capital  considera- 
tion was  given  to  the  following: 

1.  Operating  expenses  which  must  be  paid  in  advance  before  col- 
lections are  made  from  customers  for  services  rendered. 

2.  The  amount  of  fuel,  material  and  supplies  the  company  must 
keep  on  hand. 

3.  The  amount  of  cash  needed  by  the  company  for  bank  balance 
and  to  meet  contingencies. 

5.  The  fair  value  of  the  property  devoted  to  the  service  of  the  public  as 
of  June  30,  1920,  is  taken  as  $1,204,000. 

6.  The  total  amount  to  be  collected  annually  from  the  company's  customers, 
to  meet  operating  costs  and  proper  allowances,  including  7  per  cent,  on  the 
rate  base  is  $273,874. 

7.  The  anticipated  gross  revenue  is  $270,012. 

8.  The  company  is  permitted  to  put  into  effect  the  schedule  of  rates  sub- 
mitted. 

Frank  Bergen  and  F.  M,  Voorhees,  for  the  Petitioner. 

/.  H.  Thayer  Martin,  for  Township  of  Woodbridge. 

C.  L,  Hays,  for  American  Agriculture  Chemical  Company. 

Thomas  Brozvn,  for  Borough  of  Roosevelt. 

Wesley  Benner,  for  Borough  of  Metuchen. 

R,  B,  Reamer,  for  Central  Railroad  of  New  Jersey. 

A.  G,  Todd,  for  United  States  Metals  and  Refining  Company. 

H.  A.  Hennesey,  for  Borough  of  Roosevelt  Industrial  Assn. 
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On  March  31,  1920,  the  Middlesex  Water  Company  submitted 
a  revised  schedule  of  rates,  effective  throughout  the  entire  terri- 
tory supplied  by  it.  In  view  of  the  fact  that  the  company  pro- 
posed to  have  this  schedule  become  effective  April  ist,  an  order 
was  entered  by  the  Board  suspending  the  rates  for  the  statutory 
period  or  until  July  i,  1920,  unless  the  Board  should,  prior  to 
said  date,  approve  the  same  as  just  and  reasonable. 

The  municipalities  who  had  been  notified  and  were  represented 
at  the  hearings  were  the  following:  Borough  of  Roosevelt, 
Borough  of  Metuchen,  Woodbridge  Township,  Piscataway 
Township  and  the  Industrial  Association  of  the  Borough  of 
r  oosevelt. 

The  changes  proposed  by  the  company  were  a  reduction  of  the 
prompt  payment  discount  from  twenty  per  cent,  to  five  per  cent, 
and  the  establishment  of  a  minimum  of  $2.50  per  quarter 
throughout  the  entire  territory.  The  company  proposed  also  to 
place  all  of  its  large  industrial  consumers  on  its  regular  schedule 
of  rates  instead  of  continuing  special  rates  now  in  effect. 

The  rates  heretofore  charged  by  the  company  included  a  gen- 
eral schedule  for  construction  purposes,  in  which  no  material 
change  is  made.  Comparatively  little  revenue  is  derived  from 
this  schedule,  so  that  any  changes  proposed  would  have  little 
effect.  The  charge  for  fire  hydrants  has  been  twenty-five  dol- 
lars per  annum  and  the  company  proposes  no  change  in  this 
rate.  The  schedule  for  metered  service,  filed  by  the  company, 
to  be  applied  throughout  all  of  the  territory,  is  as  follows : 

"The  following  rates  will  be  charged  for  water  supplied  through  each  meter 
per  quarter: 

25c  per  100  cu.  ft.  for  the  first  15,000  cu.  ft.  or  less  in  any  quarter 
year. 

20c  per  100  cu.  ft.  for  the  next  135,000  cu.  ft.  or  less  in  excess  of 
15,000  cu.  ft.  in  any  quarter  year. 

15c  per  100  cu.  ft.  for  the  next  700,000  cu.  ft.  or  less  in  excess 
of  150,000  cu.  ft.  in  any  quarter  year. 

1254c  per  100  cu.  ft.  for  the  next  1,500,000  cu.  ft.  or  less  in  excess 
of  850,000  cu.  ft.  in  any  quarter  year. 

IOC  per  100  cu.  ft.  for  all  consumption  in  excess  of  2,350,000  cu.  ft. 
in  any  quarter  year. 
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A  minimttm  charge  of  $2.50  per  quarter  will  be  made  regardless  of  amount 
of  water  used, 

A  discount  of  5%  will  be  allowed  on  all  bills  paid  on  or  before  the  15th 
of  the  month  in  which  the  bill  is  rendered." 

The  company  submitted  as  Exhibit  P-2  a  general 'statement 
giving  the  results  of  financial  operations  for  the  year  191 9  and 
an  estimate  of  the  financial  results  for  the  year  1920.  At  the 
outset  the  company  based  its  justification  for  an  increase  in  rates 
upon  this  comparative  statement  which  indicated  a  reduction  in 
gross  revenue  due  to  the  discontinuance  of  use  by  certain  large 
customers,  notably  the  Raritan  Arsenal  and  Colonia  Hospital, 
and  indicating  also  certain  increased  expenses  for  the  year  1920, 
which,  if  correct,  would  result  in  a  considerable  reduction  in  the 
company's  net  income  for  the  current  year.  As  a  result  of  the 
protest  of  the  municipalities  the  company  submitted  an  appraisal 
of  the  property. 

DESCRIPTION  OF  THE  PROPERTY. 

The  Middlesex  Water  Company  was  organized  originally  to 
supply  portions  of  Middlesex  County  and  erected  a  plant  near 
New  Market,  which  has  since  been  discarded.  For  many  years 
it  has  been  supplying  Metuchen,  Woodbridge  and  Roosevelt,  the 
latter  located  on  Staten  Island  Sound.  Some  years  ago  the  City 
of  Elizabeth,  in  seeking  for  additional  water  supply,  advanced 
$89,000  to  the  Middlesex  Water  Company  toward  the  construc- 
tion of  the  Park  Avenue  pumping  station,  located  in  the  southern 
part  of  Plainfield,  that  station  now  representing  a  total  invest- 
ment of  approximately  $125,000.  The  main  plant  of  the  Middle- 
sex Water  Company  is  now  located  at  a  point  west  of  Rahway 
on  the  Robinson's  Branch  of  the  Rahway  River,  this  plant  being 
known  as  the  Robinson's  Branch  plant.  Water  from  this  latter 
plant  is  pumped  into  the  Elizabethtown  Water  Company's  trunk 
lines  on  the  way  to  Elizabeth,  as  is  also  the  case  with  water  sup- 
plied from  the  South  Plainfield  plant.  The  main  trunk  lines  of 
the  Middlesex  Water  Company  extend  from  South  Plainfield 
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through  Metuchen  to  Woodbridge  and  from  the  Robinson's 
Branch  plant  on  a  fairly  direct  line  to  Woodbridge.  From 
Woodbridge,  eastward,  to  Roosevelt  there  are  three  parallel  lines 
with  a  booster  plant  in  Woodbridge  and  up  to  the  present  time 
it  has  been  customary,  by  means  of  this  booster  plant,  to  increase 
the  pressure  in  one  or  other  of  the  lines  extending  from  Wood- 
bridge  to  Roosevelt.  Most  of  the  industries  located  along  Staten 
Island  Sound  are  provided  with  connections  from  both  services, 
so  that,  upon  failure  to  obtain  enough  water  from  one  transmis- 
sion line,  connections  to  the  other  would  be  opened  and  service 
obtained  in  that  way. 

The  supply  of  water  by  this  company,  however,  has  involved 
the  operation  of  two  pumping  plants  and  a  booster  plant.  For 
the  supply  of  water  to  Metuchen  and  some  of  the  supply  to 
Woodbridge  and  Roosevelt,  the  South  Plainfield  plant  is  operated. 
For  the  supply  of  the  balance  of  the  service  required  by  Wood- 
bridge  and  Roosevelt,  the  Robinson's  Branch  plant  is  operated. 
The  Robinson's  Branch  plant  takes  water  from  a  collecting 
reservoir,  while  the  Park  Avenue  plant  obtains  its  water  from 
wells.  Operations  at  the  Park  Avenue  plant  do  not  include  filter- 
ing, but  the  water  from  the  Robinson's  Branch  plant  is  filtered 
at  that  plant.  A  considerable  amount  of  water  is  supplied  to  the 
Elizabethtown  Water  Company  from  each  of  the  plants  re- 
ferred to. 

The  new  basis  of  charges  proposed  by  the  company  involves 
an  increase  to  the  consumers  generally,  but  no  increase  was  pro- 
posed in  the  rates  charged  to  the  Elizabethtown  Water  Com- 
pany. In  view  of  the  fact  that  the  Elizabethtown  Water  Com- 
pany receives  approximately  one-third  of  all  the  water  pumped 
by  the  Middlesex  Water  Company,  representatives  of  the  munici- 
palities affected  by  the  proposed  increase  objected  on  the  ground 
that  any  increases  in  rates  ought  to  be  levied  without  discrimina- 
tion upon  all  customers  of  the  Middlesex  Water  Company,  and 
not  levied  entirely  upon  the  consumers  of  but  two-thirds  of  the 
water  supplied.  The  answer  of  the  company  to  this  is  that  the 
supply  to  the  Elizabethtown  Water  Company  is  under  special 
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contracts  which  still  have  some  years  to  run  and  are  not  subject 
to  change  or  alteration  by  the  petitioning  company. 

VALUATION. 

An  appraisal  of  this  property,  as  of  December  31,  191 7,  was 
under  consideration  by  the  Board  in  connection  with  the  applica- 
tion for  the  approval  of  the  issue  of  $125,000  in  stock.  Addi- 
tions for  the  years  1918  and  1919  have  now  been  included  and 
the  entire  appraisal  has  been  checked  by  the  Board's  inspectors. 

In  a  report  by  the  Board,  dated  September  10,  19 18,  the  Board 
concluded  that  the  total  value  new  of  this  company's  property 
as  of  December  31,  191 7,  including  allowances  for  overhead 
charges  as  stated  in  the  report,  was  $1,150,755,  from  which  was 
deducted  accrued  depreciation  estimated  partly  on  an  age  and  life 
basis  (straight  line  depreciation)  and  f>artly  on  a  condition  basis, 
of  $126,700,  leaving  a  value  new  less  depreciation  of  the  tangible 
fixed  capital  of  $1,024,055. 

The  company  has  submitted  an  exhibit  in  the  present  case  in 
which  a  value  new  as  of  December  31,  191 9,  is  shown  as 
$1,083,003.23. 

A  comparison  of  Exhibit  P-8  with  the  annual  reports  of  the 
company  for  the  years  1918  and  1919  show  an  increase  in  the 
amount  charged  to  distribution  mains  and  accessories,  Account 
129,  of  $4,653.  This  includes  a  bill  rendered  in  1920  by  the 
Lehigh  Valley  Railroad  Company  for  work  done  in  191 8  amount- 
ing to  $1,257.  No  proof  was  submitted  by  the  company  of  in- 
creased acreage  or  value  of  land.  The  Board  will  therefore  take 
the  value  of  the  land  at  the  Park  Avenue  station  at  the  same 
amount  as  was  included  in  the  prior  proceeding  and  the  gross 
additions  to  the  company's  property  during  19 18  and  19 19  at 
the  amounts  as  given  in  the  company's  annual  reports  and  will 
allow  the  amount  due  the  Lehigh  Valley  Railroad  Company  as 
a  part  of  the  necessary  expenditures  during  the  first  six  months 
of  1920. 
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In  order  to  determine  the  value  of  the  property  as  of  December 
31,  1919,  the  Board  will  take  as  the  starting  point  the  determina- 
tion made  as  of  December  31,  191 7,  including  the  overhead 
charges  then  allowed  and  deducting  the  accrued  depreciation  de- 
termined at  that  time.  Additions  and  deductions  for  property 
added  and  property  withdrawn  within  the  years  1918  and  1919 
are  then  made.  The  accrued  depreciation  is  affected  by  the  in- 
crease in  the  amortization  reserve  for  the  years  1918  and  1919 
and  by  the  amount  previously  estimated  as  havmg  accrued  on 
property  which  has  been  withdrawn  from  service  during  this 
period.  Summaries  of  these  computations  are  shown  in  Table  I, 
on  the  following  page. 

TABLE  I. 
M1DDI.BS8X  Wat«r  Company — Summary  or  Valuss  as  o»  za*3z*X9Z9  AMD  6-30-X9ao. 

Cast  to  Deprecia-  Cost  New 

Item,                              Net  Cost.     Overhead.    Reproduce.  tion.       Less  D'p'n. 

Fixed   capital   as  of    12-31-1917,  $1,027,363.00     $123,395     $1,150,658  $126,735     $1,023,933 

Taken   as,    1,027,460.00       123,295       1,150,755  126,700       1,024,055 

Withdrawals,     1918-1919,     — 21,099.00      — ^,410       — 23,509  -^-10,326       — I3»i85 


Balance,    $1,006,361.00     $120,885     $i«i27,246     $116,374     $1,010,872 

Gross  additions    1918    from   Annual   Report 30,715  5fi82  35,533 

Gross  additions    1919   from   Annual   Report, ^8,335  8,105  20,230 


Total   Tangible   Fixed  Capital,    12-31-1919,    $1,186,296     $129,661     $1,056,635 

Organization  and  Franchise  Expense,    25,000       25,000 


Total  Fixed  CapiUl,  $1,211,296     $129,661     $1,081,635 

Working    Capital 50,000       50,000 


Total  as  of  12-31-1919 $1,261,296  $129,661  $1,131,635 

For  total  as  of  6-30-1920,  add — 

Booster  pump,  estimated,  zo,ooo       io,ood 

Mains,  services  and  meters,  yi  est  for  1920,  1 1,000       1 1,000 

Bill  of  L.  v.  R.  R.  Co.,  crossing  laid   1918,   1,257       »»257 

Deduct  J4  of  depreciation  charge  for  1920,   5,850          


Totals  as  of  6-30-1920,    $1,283,553     $»35.5ii     $1,148,043 

Accumulated    Depreciation    Reserve,    79,7 18 


Basis  for  rates,    ....« $1,203,835     Taken  as     $1,204,000 

« 

To  the  total  tangible  fixed  capital  as  of  December  31  1919,  as 
determined  in  this  manner,  there  are  added  for  organization  and 
franchise  expense  a  total  of  $25,000  and  for  working  capital  a 
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total  of  $50,000,  which  gives  the  total  property  devoted  to  use 
of  the  public  as  of  December  31,  1919,  as  follows: 

Cost  New $1^1,296 

Accrued  Depreciation  as  of  December  31,  1919,   129,661 

Cost  New  less  Depreciation,   $1,131,635 

In  determining  the  proper  amount  to  be  allowed  for  working 
capital,  consideration  was  given  the  following: 

1.  The  operating  expenses  which  must  be  paid  in  advance 
before  collections  are  made  from  customers  for  services  rendered. 

2.  The  amount  of  fuel,  material  and  supplies  which  the  com- 
pany must  keep  on  hand. 

3.  The  amount  of  cash  needed  by  the  company  for  bank 
balances  and  to  meet  contingencies. 

The  company  claims  that  capital  expenditures  of  $42,000  will 
be  necessary  during  the  current  year,  made  up  as  follows : 

Booster  pump,   $10,000 

Additional  filters,  10,000 

Mains,  services  and  meters,  22.000 

Of  these  items  it  is  estimated  that  the  company  may  reason- 
ably be  expected  to  spend  up  to  June  30,  1920,  a  total  of  $21,000. 
This  amount,  less  one-half  the  annual  depreciation  charge  fof 
1920,  is  added  to  the  totals  as  of  December  31,  1919,  giving  the 
cost  new  as  of  June  30,  1920,  as  $1,283,553 ;  accumulated  depre- 
ciation reserve,  $79,718;  cost  new  less  depreciation  reserve, 
$1,203,835.  This  amount,  which  is  taken  in  round  numbers  as 
$1,204,000,  is  taken  as  representing  a  fair  value  of  the  property 
devoted  to  the  service  of  the  public  as  of  June  30,  1920. 

EARNINGS   AND   EXPE»NSES. 

As  Stated  above,  the  company  submitted  as  one  of  its  original 
exhibits,  P-2,  later  superseded  by  a  revised  exhibit  bearing  the 
same  number,  a  tabulation  tending  to  show  the    reduction    in 
II 
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revenue  in  1920  as  compared  with  1919  and  an  increase  in 
operating  expense  for  1920  as  compared  with  19 19.  Exhibit 
P-2,  however,  estimates  the  revenue  for  1920  on  the  assumption 
that  the  proposed  schedule  would  be  in  effect.  This  basis  for 
determining  the  justification  of  a  readjustment  in  rates  was  con- 
sidered by  the  Board  to  be  sufficient  during  the  war  emergency. 
At  the  present  time  the  Board  is  not  inclined  to  allow  readjust- 
ments to  be  made  on  this  basis  but  will  determine  such  mat- 
ters so  far  as  possible  based  upon  the  relation  between  net  in- 
come and  return  on  investment.  Exhibit  P-7,  submitted  by  the 
company,  gives  a  synopsis  of  the  financial  operations  of  the 
tion  that  present  rates  were  continued  throughout  1920. 

Table  II,  made  up  from  the  annual  reports  submitted  by  the 
company,  gives  a  synopsis  of  the  financi  al  operations  of  the 
company  for  191 7,  1918  and  1919. 

TABLE  II. 

Middlesex  Water  Company — Financial  Operations,  1917,  1918,  1919. 

igi7  1^18  J919 

Operating  Revenues,    $203,802  $235,695  $228,557 

Revenue  Deductions,    124,850  144,986  151,080 

Operating  Income,    $78,951  $90,709  $76,577 

Kon-Operating   Income,    1,113  1,087  1,067 

Gross  Income,    $80,064  $9i,796  %77,^A4 

Deductions  from  Gross  Income: 

Interest   on    Funded   Debt,    $26,323  28,169  28,300 

Other  Interest  Deductions,   10,122  8,543  9,757 

Miscellaneous    Deductions 1,272  1,401  1,401 

Total    Deductions,    $37.7i7  $38,114  $39458 

Net    Income,    42,347  53,683  38,136 

Dividends    Declared,    31,486  33,985  33,985 

Rate    of   Dividends 7%  *  * 

*  7%  on  preferred  stock,  8%  on  common. 

From  this  it  appears  that  in  addition  to  paying  interest  on 
funded  debt  and  other  obligations,  net  income  was  sufficient  dur- 
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ing  the  three  years  referred  to  to  pay  dividends  at  the  rate  of 
seven  per  cent,  in  191 7  and  at  least  seven  per  cent,  on  the  stock 
in  1918  and  1919. 

The  gross  income  from  Table  II  it  will  be  noted  was  $80,064 
in  1917;  $91,796  in  1918;  and  $77,644  in  1919.  If  all  of  this 
is  available  as  a  return  on  invested  capital,  it  would  be  equiva- 
lent to  a  return  in  19 18,  assuming  that  the  value  of  the  property 
in  1 91 8  was  the  same  as  adopted  above  for  the  rate  base,  of  7.8 
per  cent,  and  the  gross  income  in  1919  would  represent  a  net 
return  of  6.4  per  cent,  on  the  same  basis. 

If  the  revenues  received  during  the  year  1920  are  the  same 
in  amount  as  in  19 19,  and  the  operating  expenses  are  greater 
as  estimated  by  the  company  in  the  amount  of  $43,400,  the 
gross  income  would  be  but  $34,244.  The  interest  charges  for 
the  year  191 9  amounted  to  $39,458  and,  on  this  basis,  the  deficit 
in  the  amoimt  needed  to  pay  interest  would  be  upwards  of 
$5,000.  On  the  other  hand,  the  company  contends  that,  partly 
due  to  the  effect  of  the  increased  rate  and  partly  due  to  the  clos- 
ing of  the  Colonia  Hospital  and  the  reduction  in  the  activities  at 
the  Raritan  Arsenal,  the  gross  revenues  would  be  reduced  about 
$12,400  below  those  of  1919,  and  this  would  lead  to  a  deficit  in 
the  amount  needed  to  pay  interest  of  approximately  $17,600. 
Exhibit  P-7,  prepared  by  the  company,  is  arranged  to  indicate 
this  loss  which  is  figured  by  the  company  at  $18,707. 

The  estimates  of  the  company  with  regard  to  gross  revenues 
were  under  attack  by  some  of  the  large  consumers  located  in 
Roosevelt  and  the  testimony  indicates  that  so  far  as  the  large 
industrial  consumers  are  concerned  the  expected  reduction  in 
consumption  will  not  take  place,  at  least  not  quite  in  the  ratio 
anticipated  by  the  company.  The  Raritan  Arsenal,  it  is  esti- 
mated, will  pay  about  $12,000  less  in  1920  than  1919,  but  the 
general  indication  with  regard  to  the  majority  of  the  industrial 
consumers  is  that  their  consumption  will  not  fall  far  short  in 
the  aggregate  of  what  it  was  in  191 9.  On  the  contrary,  many 
of  them  contend  that  with  adequate  pressure  which  will  enable 
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them  to  get  the  proper  servip e  their  consumption  will  be  greater. 

The  estimates  of  consumption  by  industrial  customers  pre- 
pared by  the  company  have  been  very  carefully  examined, 
especially  in  the  light  of  the  criticism  made  by  a  number  of  these 
customers.  Some  changes  have  been  made  by  the  Board's 
engineers  in  these  estimates,  but  on  the  whole  they  appear  to  be 
fairly  reliable  due  to  the  fact  that  for  the  first  half  of  the  year 
the  actual  consumption  is  known  and  the  estimate  only  refers 
to  the  last  half  of  the  year.  There  has  been  a  certain  amount 
of  building  going  on  in  this  territory  which  would  tend  to  offset 
some  of  the  reduction  in  use  by  present  consumers  and,  in  the 
opinion  of  the  Board,  gross  revenue  based  upon  present  rates 
will  not  fall  more  than  $8,000. 

Exhibit  P-2,  which  is  an  estimate  of  the  financial  results  for 
1920,  has  been  revised  in  the  light  of  the  testimony  which  fol- 
lowed the  submission  of  that  exhibit.  In  estimating  the  cost 
for  operation,  the  company  has  included  fixed  charges  at  six  per 
cent  on  an  anticipated  investment  of  $42,000.  So  much  of  this 
investment  as  will  be  in  use  on  June  30th  has  been  included  in 
the  basis  for  rates  and  therefore  this  item  of  $2,529  per  annum 
is  omitted  here. 

For  annual  depreciation  the  company  has  claimed  an  allow- 
ance of  ten  per  cent,  of  the  gross  earnings  less  the  estimated 
cost  of  repairs,  this  leaving  a  margin  of  $14,965  to  be  credited 
to  the  depreciation  reserve.  The  amount  so  set  aside  in  1919 
was  $8,104,  leaving  an  additional  amount  to  be  set  aside  in  1920 
of  $6,860.  Such  method  is  not  logical  and  has  no  necessarily 
proper  relation  to  the  value  of  the  property.  The  allowance  for 
depreciation  for  properties  similar  to  this  has  been  found  to  be 
about  I.I  per  cent,  on  the  cost  to  reproduce  the  depreciable  prop- 
erty or  approximately  one  per  cent,  on  the  cost,  including  land ; 
for  the  year  1920  this  amounts  to  $11,700. 

The  company  has  estimated  (Exhibit  P-2)  additional  costs 
for  operation  due  to  higher  costs  for  coal,  labor,  etc.,  at  $43,400. 
From  this  must  be  deducted  the  item  for  fixed  charges  referred 
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to  above  of  $2,520  and  the  excess  charged  to  depreciation  of 
$3,265,  leaving  as  the  increased  cost  of  operation  in  1920  over 
1919  an  amount  of  $37,615.  The  revenue  deductions  for  1919 
were  $151,980.  Adding  to  this  the  estimated  excess  cost  for 
this  year,  gives  us  a  total  estimated  cost  of  operation  for  1920 
of  $189,595.  If  to  this  we  add  an  allowance  for  return  of  7 
per  cent,  on  the  rate  base  of  $1,204,000,  we  have  as  the  total 
amount  which  the  company  might  be  allowed  to  collect  from 
its  customers,  $273,874. 

In  the  rate  base  referred  to  above,  viz.,  $1,204,000,  the  invest- 
ment of  $89,000  made  by  the  Elizabethtown  Water  Company 
in  the  Park  Avenue  plant  of  the  Middlesex  Water  Company  has 
been  included.  The  return  on  this  is  made  to  the  Elizabethtown 
Water  Company  in  the  form  of  a  reduced  rate  for  water  sup- 
plied. At  a  return  of  7  per  cent,  on  the  amount  advanced  by 
the  Elizabethtown  Water  Company,  the  deduction  which  should 
be  made  in  adjusting  this  is  $6,230:  This  amount  should  be 
deducted  from  $273,875,  leaving  the  amount  to  be  actually  col- 
lected from  all  of  its  customers  of  $267,645. 

The  estimate  made  by  the  company  of  the  revenues  which  it 
anticipates  receiving  under  the  new  schedule  of  rates  is  $267,426. 
Some  changes  in  the  company's  estimates  have  been  made  in 
regard  to  expected  revenues  from  the  industrial  consumers 
which  result  in  an  increase  of  $2,586  and  bring  the  anticipated 
gross  revenues  up  to  $270,012. 

CONTRACTS    WITH    ELIZABETHTOWN    WATER    COMPANY. 

Coimsel  for  municipalities  and  for  industrial  consumers  in 
Roosevelt  contended  that  any  readjustment  in  rates  should  be 
applied  without  discrimination  to  the  contract  for  supplying 
water  to  the  Elizabethtown  Water  Company.  In  view  of  the 
fact  that  the  Elizabethtown  Water  Company  takes  approximately 
forty  per  cent,  of  the  water  of  the  Middlesex  Water  Company, 
it  is  necessary  to  carefully  consider  the  effect  of  the  special  rates 
upon  the  general  financial  results  to  the  Middlesex  Water  Com- 
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pany.  The  rates,  charged  for  the  water  supplied  by  the  Robin- 
son's Branch  plant  is  $45  per  million  gallons  and  the  rates 
charged  for  the  water  supplied  from  the  Park  Avenue  plant  is 
$32.50  per  million  gallons.  The  Park  Avenue  plant  has  cost 
approximately  $125,000,  of  which  $89,000  was  advanced  by 
the  Elizabethtown  Water  Company  without  interest.  On  this 
account  the  interest  figured  at  7  per  cent,  amounts  to  $6,360,  or 
$14.19  per  million  gallons  based  on  the  amount  of  water  taken 
in  19 19,  or  a  total 'cost  to  the  Elizabethtown  Water  Company  of 
$46.69  per  million  gallons,  making  a  price  practically  equal  to 
that  paid  for  water  received  from  the  Robinson's  Branch  plant. 
Exhibits  one  and  two,  submitted  by  counsel  for  the  Borough  of 
Woodbridge,  give  the  calculations  in  detail  showing  that  the 
cost  to  the  Middlesex  Water  Company,  including  the  increased 
costs  for  labor  and  fuel  for  supplying  water  from  these  plants, 
is  approximately  the  amount  paid  by  the  Elizabethtown  Water 
Company,  or  in  other  woi-ds,  the  Elizabethtown  Water  Com- 
pany is  now  paying  an  amount  which  includes  allowance  for 
the  increased  cost  and  the  rates  charged  the  Elizabethtown  Water 
Company  should  not  be  further  increased  at  this  time. 

An  examination  of  Exhibit  P-3  shows  a  variety  of  rates 
charged  to  the  industrial  consumers  in  Roosevelt.  Many  of 
these  have  been  the  subject  of  special  contracts.  Since  the 
effective  date  of  the  present  Public  Utility  Act,  May  i,  1911, 
all  special  rates  should  have  been  superseded  by  charges  in 
accordance  with  uniform,  non-discriminatory  schedules.  It 
appears  that  the  company  has  had  such  a  schedule,  which,  how- 
ever, it  has  not  adhered  to. 

The  minimum  charge  in  the  Borough  of  Metuchen  has  here- 
tofore been  $6  per  year  and  in  the  Borough  of  Roosevelt  $8  per 
year.  In  the  opinion  of  the  Board  a  minimum  charge  of  $10 
is  not  unreasonable. 

The  Board  will  permit  the  schedule  of  rates  as  filed  to  become 
effective  from  July  i,  1920,  as  being  reasonably  warranted  by 
present  conditions.     This  is  not  to  be  construed  as  indicating  it 
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to  be  our  judgment  that  the  schedule  should  remain  in  effect 
tinder  conditions  more  nearly  normal. 

Acceptance  by  the  company  of  the  increases  herein  allowed 
will  therefore  be  taken  as  a  stipulation  that  abrogation  or  modifi- 
cation of  the  same  may  be  made  as  and  if  conditions  as  indicated 
by  operating  results  warrant. 

Beginning  at  the  effective  date  of  said  schedule  of  rates,  the 
company  is  to  render  reports  quarterly  to  the  Board  showing 
the  Operating  Revenues,  Operating  Deductions,  excluding  Gen- 
eral Amortization,  Non-Operating  Income,  Income  Deductions 
and  balance  available  for  Amortization,  Dividends  and  Surplus 
for  each  succeeding  calendar  month  with  comparison  with  the 
figures  for  the  corresponding  month  of  1919,  and  the  Board 
will  retain  jurisdiction  over  the  rates  as  here  approved,  for  the 
purpose  of  modifying  or  abrogating  them  as  and  if  the  condr- 
tions  change. 

Dated  June  22,  1920. 


No.  798. 

In  the  Matter  of  the  Application  oe  the  Pubuc  Service 
Gas  Company  eor  Permission  to  File  an  Amendment 
TO  Its  Schedule  oe  Rates. 

A  gas  company  being  supplied  with  oil  under  a  contract  about  to  expire 
and  which  it  will  be  unable  to  renew,  asks  permission  to  vary  its  rate  to  meet 
the  price  of  oil  as  it  fluctuates  from  the  price  at  which  it  was  buying  oil 
when  its  rate  was  fixed.    Held: 

1.  The  uncertainty  to  the  customer  as  to  the  price  to  be  charged  would 
probably  cause  much  confusion  and  annoyance.  People  generally  prefer 
to  know  exactly  what  the  rate  will  be. 

2.  It  is  desirable  that  when  a  rate  is  fixed  it  should  remain  in  effect 
independent  of  temporary  fluctuations  in  operating  costs  and  should  not  be 
changed  because  of  such  fluctuations,  unless  it  appears  that  to  maintain 
the  rate  would  work  an  injustice  either  to  the  public  or  the  utility. 

3.  The  proposed  amended  rate  is  unjust  and  unreasonable  and  is  dis- 
approved. 
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Frank  Bergen,  E.  W.  Wakelee  and  L.  D.  H,  Gilmour,  for 
the  Petitioner. 

Borden  D.  Whiting,  for  West  Orange. 

Nicholas  O.  Beery,  for  Borough  of  Wallington. . 

Charles  A,  Reed,  for  Plainfield. 

The  Public  Service  Gas  Company  filed  a  proposed  amend- 
ment to  its  schedule  reading  as  follows : 

"An  addition  or  deduction  of  one  cent  (ic)  per 
thousand  cubic  feet  for  each  thirty-three  hundredths 
cents  (.33c.)  per  gallon  of  increase  or  decrease  from 
an  average  cost  of  five  and  eighteen  hundredths  cents 
(5.18c.)  per  gallon  for  gas  oil  received  at  the  plants 
|.  of  Public  Service  Gas  Company  during  the  month. 

"The  above  clause  to  be  applied  to  the  schedule  of 
rates  as  filed  with  the  Board  of  Public  Utility  Com- 
missioners on  June  24,  191 9,  and  approved  November 
18,    191 9,   and  to  become  effective  to  all  consumers 
with  June  sales,  1920." 
A  hearing  was  called  for  consideration  of  the  proposed  amend- 
ment, notice  thereof  being  given  to  the  chief  executive  officials 
of  the  municipalities  in  which  the  company  operates.    Testimony 
was  provided  by  the  company  showing  the  growing  scarcity  and 
consequent  mounting  cost  of  gas  oil.     The  company  at  present 
is  being  served  with  oil  under  a  contract  which  will  terminate 
on  or  about  August  ist  next.  The  company  anticipates  that  it 
will  not  be  able  to  make  a  new  contract  because  of  existing  condi- 
tions and  that  it  will  be  required  to  purchase  its  oil  in  the  open 
market  at  varying  prices  in  competition  with  other  users.     It 
therefore  proposes  to  vary  the  rate  at  present  charged  as  fixed 
by  this  Board  in  its  recent  investigation,  to  meet  the  price  of  oil 
as  it  fluctuates  from  the  price  at  which  it  was  purchasing  the 
same  when  the  rate  was  fixed. 

The  uncertainty  both  as  to  the  supply  and  price  of  gas  oil  is 
too  well  known  to  require  discussion.     Nor  do  the  probable 
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causes  need  consideration.  It  is  manifest  that  the  existing  and 
future  conditions  are  uncertain.  The  cost  of  manufacture  per 
thousand  cubic  feet  of  gas  furnished  by  the  company  was  ascer- 
tained in  the  original  investigation  of  the  rates  in  which  the  rate 
was  fixed  by  this  Board  at  ninety  cents  per  thousand  cubic  feet. 
When  the  present  rate  was  fixed  it  was  ascertained  by  merely 
adding  the  known  increased  costs  over  those  in  the  former  case. 
Oil  is  one  of  the  large  factors  in  the  manufacture  of  gas  and 
with  the  base  already  found  and  used  by  the  Board  in  the  former 
cases  any  fluctuation  in  the  price  thereof  from  the  last  base  price 
used  could  be  applied  either  upward  or  downward.  A  varying 
price  would  result.  In  theory  such  a  method  would  appear  to 
be  sound.  The  resulting  uncertainty  to  the  consumer  as  to  the 
price  to  be  charged  would,  however,  make  it  impractical  and 
probably  cause  much  confusion  and  annoyance.  The  Board  has 
found  that  general  dissatisfaction  arises  from  the  application  of 
variable  rates.  People  generally  prefer  to  know  exactly  what 
the  rate  will  be.  It  is  true  that  the  Board  has  approved  of  the 
application  of  coal  clauses  to  the  rates  for  wholesale  electric 
power.  In  such  cases  this  affects  manufacturers  who  obtain 
power  from  electric  companies.  If  these  manufacturers  main- 
tained their  own  electric  plants,  the  costs  to  them  of  electric 
power  would  vary  with  changes  in  the  price  of  coal.  This  we 
believe  is  understood  by  the  comparatively  small  number  of  those 
who  use  electric  power  under  the  wholesale  rate  schedules.  To 
vary  the  prices  to  customers  in  general  of  electricity  correspond- 
ing with  changes  in  the  pwices  of  coal  would  be  subject  to  the 
objections  stated  above.  It  is  also  desirable  that  when  a  rate 
is  fixed  it  should  remain  in  effect  independent  of  temporary 
fluctuations  in  operating  costs  and  should  not  be  changed  because 
of  such  fluctuations  unless  it  appears  that  to  maintain  the  rate 
would  work  an  injustice  either  to  the  public  or  the  utility. 

The  Board  finds  and  determines  that  the  proposed  amended 
rate  filed  by  the  company  is  unjust  and  unreasonable  and  dis- 
approves the  same. 

Dated  June  22,  1920. 
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No.  799. 

In  the  Matter  of  the  Application  of  the  Five-Mile  Beach 
Electric  Railway  Company  for  Leave  to  File  a  New 
Schedule  of  Rates. 

I.  Permission  is  given  a  street  railway  company  to  increase  its  fare  from 
six  cents  to  seven  cents  to  meet  increased  costs  of  operation. 

/.  Fithian  Tatem,  for  the  Petitioner. 

The  petition  in  this  matter  requests  the  approval  of  the  Board 
for  an  increase  in  the  rate  of  fare  charged  by  the  company  from 
six  cents  to  seven  cents.  The  present  six-cent  fare  was  effective 
by  reason  of  an  order  issued  by  this  Board  under  date  of  July 
30,  191 8. 

At  the  hearing  of  this  matter  evidence  was  presented  to  show 
that  the  company  would  have  to  meet  substantial  increases  in 
the  costs  of  operation  and  taxes  for  the  year  1920  as  follows: 
That  the  power  charges  would  be  increased  $2,500  over  1919 
costs;  that  conductors  and  motormen  would  receive  $3,500  more 
than  in  1919  and  that  other  salaries  and  wages^  would  be  in- 
creased $1,000;  insurance,  $500,  and  taxes,  $2,000. 

In  the  proceeding  before  the  Board  leading  up  to  the  granting 
of  the  six-cent  fare  the  Board  placed  the  valuation  of  the  com- 
pany's property  at  $292,000.  Since  that  time  there  has  been 
added  to  capital  investment  the  cost  of  two  additional  double 
truck  cars  and  other  minor  extensions  approximating  $7,500, 
making  the  fair  value  of  the  company's  property  on  pre-war 
prices  about  $300,000. 

It  appeared  from  the  evidence  that  during  the  past  years  the 
company  has  been  setting  aside  twelve  per  cent,  of  its  gross 
revenues  for  amortiz;ation.  It  was  shown  that  this  amount  has 
been  just  sufficient  to  take  care  of  usual  repair  and  maintenance 
items  and  such  renewals  as  curves  and  cars  and  has  left  very  little 
for  general  plant  and  amortization.  The  petitioner  asks  for  the 
sum  of  $5,000  as  an  appropriation  for  amortization  of  fixed 
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capital.  This  added  to  the  expenses  herein  above  recited  will 
make  a  total  increase  in  operating  expenses  and  taxes  for  the 
year  1920  of  $14,500. 

The  company's  revenue  from  passenger  receipts  in  the  year 
1913  was  $58,095.15;  in  1914,  $53,467.20;  in  1915,  $44,592.30; 
in  1916,  $48,110.65;  in  1917,  $46,049.55;  in  1918,  $42,929.49; 
in  1919,  $62,166.32. 

The  company's  net  operating  revenue  for  the  last  four  years 
has  been  as  follows:  In  1916,  $17,338.12;  in  1917,  $15,761.07; 
in  1918,  $11,150.12,  and  in  1919,  $17,262.41. 

It  is  apparent  therefore  that  the  company  will  require  an  in- 
crease in  fare  if  it  is  to  meet  the  increased  costs  of  operation  as 
hereinbefore  set  forth. 

Both  the  Mayor  and  Council  of  the  City  of  North  Wildwood 
and  Borough  of  Wildwood  Crest  have,  by  resolution,  approved 
of  the  company's  application  for  an  increase  in  fare  from  six  to 
seven  cents.  No  opposition  was  heard  at  the  time  of  the  hearing 
from  the  City  of  Wildwood  or  from  any  other  source,  although 
due  notice  had  been  given  to  the  three  municipalities  through 
which  the  company  operates  and  a  notice  of  the  hearing  of  the 
application  for  the  increase  in  rates  was  published  in  the  local 
newspapers. 

The  Board  will  and  does  hereby  approve  the  schedule  of  fares 
as  set  forth  in  the  petition,  effective  on  and  after  July  i,  1920. 

Dated  June  23,  1920. 


No.  800. 

In  the  Matter  o^  the  Appucation  of  the  Five-Mile  Beach 
EuscTRic  Railway  Company  to  Estabush  a  System  of 
Skip-Stops  Upon  its  Street  Railway. 

I.  From  the  evidence  presented  it  is  apparent  that  a  skip-stop  system, 
proposed  by  a  street  railway  company,  would  be  to  the  advantage  of  all 
parties  interested.    Approval  is  given. 


Digitized  by 


Google 


172  Board  of  Pubuc  UTii^iTY  Commissioners. 


Five  Mile  Beach  EI.  Ry.  Co.— Skip-Stops. 

' — ^ — i —  ' 

/.  Fithian  Totem,  for  the  Petitioner. 

The  petition  presented  to  the  Board  in  this  matter  requests 
approval  of  the  adoption  by  the  Five-Mile  Beach  Electric  Rail- 
way Company  of  a  system  of  skip-stops  in  the  operation  of  its 
railway. 

This  company  operates  an  electric  street  railway  in  the  cities  of 
Wildwood,  North  Wildwood  and  the  Borough  of  Wildwood 
Crest,  in  Cape  May  County. 

PVom  the  testimony  presented  at  the  hearing  it  appears  that 
the  average  distance  between  street  centers  in  North  Wildwood 
is  two  hundrd  and  seventy  feet  and  in  Wlidwood  and  Wildwood 
Crest  two  hundred  and  fifty  feet,  and  in  a  number  of  instances  a 
shorter  distance.  As  a  result  of  this  situation  the  cars  of  the 
railway  company  are  scheduled  to  stop  in  the  average  of  approxi- 
mately two  hundred  and  fifty  feet  each  which  renders  the  opera- 
tion of  said  cars  extremely  slow  and  most  unsatisfactory  for 
passengers.  In  addition  there  is  excessive  waste  of  current  and 
wear  and  tear  upon  the  rolling  stock  of  the  company  due  to  the 
unusual  number  of  stops  in  a  short  distance. 

The  company  proposed  to  establish  car  stops  at  an  average 
of  every  five  hundred  feet  and  to  continue  to  stop  these  cars  at 
practically  every  two  hundred  feet  where  the  heavy  travel  seemed 
to  justify  so  doing. 

It  was  shown  at  the  hearing  that  the  Mayor  and  Council  of 
Wildwood  and  the  Mayor  and  Council  of  Wildwood  Crest  had 
approved  the  installation  of  the  skip-stop  system  proposed  by  the 
company,  provided  that  the  additional  stops  were  made  at  Lotus 
Road  and  Garfield  Avenue.  Subsequent  to  the  hearing,  the 
Mayor  and  Council  of  the  Borough  of  Wildwood  Crest  approved 
the  inauguration  of  the  skip-stop  system  proposed  by  the  com- 
pany, and  a  certified  copy  of  such  resolution  was  filed  with  the 
Commission. 

From  the  evidence  presented,  it  is  apparent  that  the  skip-stop 
system,  as  proposed  by  the  railway  company,  would  be  to  the 
advantage  of  all  parties  interested. 
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The  Board  gives  its  approval  to  the  installation  by  the  Five- 
Mile  Beach  Electric  Railway  Company  of  skip-stops  on  its  sys- 
tem according  to  the  map  filed  with  the  Commission  in  these  pro- 
ecedings,  with  the  addition  of  stops  at  Lotus  Road  and  Garfield 
Avenue. 

Dated  June  23,   1920. 


No.  801. 

Mrs.  Kate  Rowe  ET  als. 

vs. 

Peoples  Water  Company  and  Keansburg  Water  Company. 

1.  The  complainants  reside  in  a  locality  where  a  water  company  has  been 
granted  a  franchise,  but  is  not  supplying  water. 

2.  From  an  operating  standpoint  it  would  be  practicable  for  a  water  com- 
pany supplying  service  in  adjacent  territory  to  extend  its  facilities  to  supply 
complainants. 

3.  The  petitioners  want  service   from  this  company. 

4.  The  Board  is  of  the  opinion  the  Borough  should,  give  to  the  company 
authority  to  extend  its  facilities  into  the  territory. 

Charles  i?.  Snyder,  for  Complainants. 

Cecil  S,  Ackerson,  for  Peoples  Water  Company. 

/.  L.  Sculthorp,  for  Keansburg  Water  Company. 

5*.  T.  Swenarton,  for  Borough  of  Keansburg. 

The  complainants  in  this  matter  reside  in  that  part  of  the 
Borough  of  Keansburg  in  which  the  Peoples  Water  Company 
was  granted  local  consent  to  lay  a  water  main. 

The  Peoples  Water  Company  has  never  constructed  a  plant 
and  Mrs.  Rowe  and  her  neighbors  are  not  being  supplied  with 
water.  It  appears  that  the  Keansburg  Water  Company  has  a 
water  plant  and  is  supplying  service  to  those  who  reside  in 
Keansburg  near  the  street  where  Mrs.  Rowe  resides,  and  that 
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from  the  operating  standpoint  it  would  be  practicable  for  the 
Keansburg  Water  Company  to  extend  its  main  and  supply  to 
the  complainants  in  this  proceeding  the  service  desired. 

The  Keansburg  Water  Company,  however,  has  no  lawful 
authority  to  extend  its  facilities  into  this  territory.  It  is  evident 
that  under  present  conditions  an  order  to  the  Peoples  Water 
Company  to  supply  the  service  desired  by  the  complainants  would 
be  ineffectual  and  that  the  only  way  in  which  they  can  be  supplied 
at  any  time  in  the  near  future  with  water  would  be  by  an  exten- 
sion of  the  facilities  of  the  Keansburg  Water  Company.  It  has 
been  represented  to  the  Board  that  the  Peoples  Water  Company 
and  the  Keansburg  Water  Company  would  co-operate  so  that 
service  could  be  supplied.  The  Board  was  advised  by  a  letter 
received  March  26,  1920,  from  Cecil  S.  Ackerson,  attorney  for 
the  Peoples  Water  Company,  that  "The  Peoples  Water  Company 
and  the  Keansburg  Water  Company,  at  a  meeting  recently  held, 
took  up  this  question  of  service  of  water  to  Mrs.  Rowe  and 
a  working  agreement  has  been  made  whereby  the  Peoples  Water 
Company  expect  to  lay  a  pipe  line  using  the  water  of  the  Keans- 
burg Water  Company  to  serve  Mrs.  Rowe  and  two  other  appli- 
cants. This  work  will  be  done  and  consummated  to  the  satisfac- 
tion of  the  parties  concerned  and  trust  that  this  is  carrying  out 
the  wishes  of  the  Board  in  this  connection." 

This,  it  seems,  has  never  been  done,  and  the  Board  regards 
it  as  most  unfortunate  that  the  agreement  has  not  .been  carried 
out.  If  the  arrangement  between  the  Peoples  Water  Company 
and  the  Keansburg  Water  Company  has  fallen  through,  and  the 
Keansburg  Water  Company  is  willing  to  extend  its  facilities  and 
supply  service,  it  is  the  opinion  of  the  Board  that,  notwithstand- 
ing the  local  grant  to  the  Peoples  Water  Company,  the  Borough 
of  Keansburg  should  give  to  the  Keansburg  Water  Company 
authority  to  extend  its  facilities  into  the  territory  under  con- 
sideration and  that  the  ordinance  granting  authority  to  the 
Peoples  Water  Company  to  use  the  streets  should  be  amended  so 
that  the  Keansburg  Water  Company  will  be  protected  if  it  extends 
its  facilities  to  supply  service  to  Mrs.  Rowe  and  her  neighbors. 
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It  is  the  opinion  of  the  Board  that  service  should  be  afforded 
to  the  parties  referred  to;  that  this  cannot  be  done  without  co- 
operation between  the  Borough  and  the  Keansburg  Water  Com- 
pany, or  between  the  Peoples  Water  Company  and  the  Keans- 
burg Water  Company. 

The  Board  has  no  power  to  order  such  co-operation,  but  it 
strongly  urges  that  the  Borough  and  the  water  companies  give 
this  matter  serious  consideration  and  make  every  eflfort  to  bring 
about  a  condition  which  will  result  in  the  supply  of  water  to  the 
complainants  in  this  proceeding. 

Dated  June  23,  1920. 


No.  802. 

In  the  Matter  of  the  Petition  of  The  Ei<ectric  Light, 
Power  and  Water  Company  of  Sea  Isle  C|ty  for  an 
Increase  in  Rates. 

1.  Application  is  made  by  an  electric  utility  for  approval  of  increased  rates. 

2.  It  appears  that  if  the  company  is  to  continue  to  supply  service  and  meet 
operating  costs  it  must  obtain  at  least  $1,500  more  per  annum  gross  revenue. 

3.  The  increased  revenue  can  be  best  obtained  by  increasing  the  rate  for 
commercial  metered  lighting  approximately  fifteen  per  cent,  and  the  rate 
for  each   class  of   street   lighting  ten   per   cent. 

Harry  5*.  Nesirov,  for  the  Petitioner. 

On  April  27,  1920,  there  was  filed  with  the  Board  an  appli- 
cation of  the  above  company  for  approval  of  an  increased 
schedule  of  rates  providing  as  follows: 

"5.  The  company  is  now  charging  for  municipal  lighting  as  follows: 

Arc  lights, 3Sc  a  night 

30  C.  P.,  8c  a  night 

40  C.  P.,  9c  a  night 

60  C.  P.,  IOC  a  night 

100  C.  P.,  I2C  a  night 

1000  C.  P.  (burning  3  hours), 27c  a  night 
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"6.  The  Company  is  now  charging  for  domestic  or  commercial  lighting  the 
following  rates: 

Winter  months, 15c  per  K.  W. 

Summer  months,  20c  per  K.  W. 

"7.  The  company,  after  careful  investigation,  considers  that  it  is  absolutely 
necessary  that  it  be  granted  an  immediate  increase  in  its  rates  as  follows : 
Municipal  lighting: 

Arc  light, 50c      a  night 

30  C.  P., ii^c  a  night 

40  C.  P.,  I2^c  a  night 

60  C.  P., 14c      a  night 

100  C.  P.,  17c      a  night 

1000  C.  P.,  38c      a  night 

Domestic  or  commercial  lighting: 

Winter  months, 21c  per  K  W. 

Summer  months, 28c  per  K.  W." 

Affidavits  were  furnished  showing  that  notice  had  been  given 
to  the  customers  of  the  company  through  proper  advertisement 
and  official  notice. 

The  Electric  Light,  Power  and  Water  Company  of  9ea  Isle 
City  was  organized  in  1894  and  commenced  furnishing  service 
shortly  thereafter. 


VALUATION    OF   THE  PROPERTY. 

The  company  submitted  two  appraisals,  one  made  up  on  the 
basis  of  pre-war  prices  actually  as  of  prices  current  in  191 3 ;  the 
other  one  made  up  on  the  basis  of  present  day  costs  which  reflect 
the  higher  market  prices  for  labor  and  material.  On  account  of 
the  conclusions  reached  at  the  end  of  this  report,  no  detailed 
check  has  been  made  of  these  appraisals,  but  for  purposes  of  the 
record  it  will  be  stated  briefly  that  the  appraisal  on  the  pre-war 
basis  indicates  a  cost  new  for  this  property  of  $87,431  and  after 
deduction  of  depreciation  of  $83,000.  In  comparison  with  this 
it  should  be  noted  that  the  total  assets  as  per  books  of  the  com- 
pany are  given  as  $80,343.  Against  this,  however,  the  company 
has  estimated  the  reserve  for  depreciation  at  $43,161,  leaving  a 
balance  for  present  value  of  $37,182. 
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Against  the  property  there  are  outstanding  an  issue  of  stock 
amounting  to  $15,025,  a  mortgage  of  $10,000  and  accounts  pay- 
able to  the  Estate  of  H.  Brooks,  $8,461.39.  In  Exhibit  P-9  the 
company  has  taken  as  a  basis  for  rates  a  value  of  $40,000. 


EARNINGS  ANE  EXPENSES. 

Exhibit  P-8  is  a  statement  showing  the  operating  expenses  and 
revenue  from  operations  for  the  years  191 7,  1918  and  1919.  In 
19 1 7  the  net  loss,  assuming  that  interest  was  paid  and  without 
allowing  anything  for  depreciation,  was  $1,535.  In  1918  the 
net  loss,  after  the  payment  of  interest  and  setting  aside  an  allow- 
ance for  depreciation,  was  $2,568.  As  the  two  items  referred 
to  amounted  to  $1,382,  the  actual  net  loss  from  operation  was 
$1,186.  In  19 19,  after  payment  of  interest  and  allowing  for 
depreciation,  the  net  income  was  $318. 

Exhibit  P-9,  submitted  by  the  company,  is  a  revised  state- 
ment based  upon  the  figures  given  in  Exhibit  P-8.  In  the  revised 
statement  salaries  are  allowed  for  officers,  depreciation  is  in- 
cluded on  a  basis  about  twice  as  great  as  that  included  in  Exhibit 
P-8  and  a  return  of  seven  per  cent,  on  the  basis  of  $40,000  is 
included.  Revenues  are  assumed  to  be  the  samp  as  given  in 
Exhibit  P-8.  An  estimate  on  the  same  basis  is  made  up  for  the 
year  1920.  For  the  year  191 9  the  assumed  deficit  on  the  basis 
of  the  calculations  is  $5,731  and  on  the  same  basis  the  estimated 
loss  for  1920  is  $8,212.  If  the  entire  allowance  for  depreciation, 
interest,  officers'  salaries  and  return  on  investment  is  eliminated, 
there  would  still  be  a  deficit  for  the  year  1920  of  $921.  Includ- 
ing bond  interest  as  one  of  the  items  which  the  company  must 
meet,  the  deficit  would  be  upwards  of  $1,500. 

An  examination  has  been  made  of  all  the  reports  of  this 
company  in  the  hands  of  the  Board,  and  it  is  found  that  the 
gross  revenue  of  the  company,  although  varying  somewhat, 
from  year  to  year,  is  practically  stationery.  For  the  last  nine 
years  the  average  gross  revenue  has  been  $12,637.  The  highest 
12 
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annual  revenue,  which  was  in  1916,  was  $15,563;  the  lowest, 
which  was  in  1912,  was  $10,372.  The  revenue  in  1919  was 
$255  higher  than  the  average  for  the  nine  years. 

Based  upon  financial  results  to  the  company,  it  is  clear  that 
the  gross  revenues  obtained  are  insufficient  to  enable  the  com- 
pany to  pay  a  return  on  the  investment.  The  rate  now  charged 
for  commercial  metered  service  in  the  summer  time  is  twenty 
cents  per  kilowatt  hour  and  the  rate  charged  for  all  year  around 
customers  is  fifteen  cents  per  kilowatt  houn  These  rates  are 
the  highest  charged  by  any  similar  company  in  the  State..  The 
rates  charged  for  street  lighting  range  from  thirty-five  cents  per 
night  for  a  standard  1200  c.  p.  arc  lamp  down  to  eight  cents  per 
night  for  a  30  c.  p.  incandescent  lamp.  The  companjr  proposes 
to  increase  all  of  the  rates  approximately  one-third,  making  the 
commercial  metered  rate  for  summer  service  twenty-eight  cents 
per  kilowatt  hour  and  for  winter  service  twenty-one  cents  per 
kilowatt  hour.  The  proposed  rates  are  higher  than  any  now  in 
effect  in  this  State  and  are  higher  than  any  that  have  come  to 
the  attention  of  the  Board  in  recent  years.  Based  upon  value 
of  service,  the  Board  is  of  opinion  that  such  rates  would  be  un- 
justly and  unreasonably  high  and  therefore  would  defeat  the  very 
purposes  for.  which  the  company  asks  them  and  the  net  results 
of  the  company,  instead  of  being  a  benefit,  would  be  the  reverse.   • 

The  analysis  of  figures  clearly  shows  that  nf  this  company  is 
to  continue  the  supply  of  electric  service  and  meet  its  operating 
costs  alone,  it  must  obtain  a  gross  revenue  of  at  least  $1,500 
more  per  annum.  In  the  opinion  of  the  Board  this  can  best  be 
obtained  by  increasing  the  rate  for  commercial  metered  lighting 
approximately  fifteen  per  cent,  and  the  rate  for  each  class  of 
street  lighting  ten  per  cent.  The  rate  for  summer  consumption 
would  be  twenty-three  cents  and  for  winter  consumption  seven- 
teen and  a  half  cents  per  kilowatt  hour.  This  should  bring  to 
the  company  an  increase  of  approximately  $1,500  per  annum. 

The  Board  therefore  finds  and  determines  that  the  petition 
of  the  company  will  be  denied  with  leave  to  file  a  schedule  of 
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rates  amended  as  indicated.     If  the  new  schedule  is  filed  with 
the  Board  on  or  before  July  first  it  may  become  effective  for  bills 
rendered  in  the  latter  part  of  July. 
Dated  June  23,  1920. 


No.  803. 

Appucation  of  Receivers  of  JMonmouth  County  Electric 
Company  for  Permission  to  Increase  Fares. 

1.  Application  is  made  by  electric  railway  to  charge  a  fare  of  eight  cents 
in  each  fare  zone. 

2.  The  Board  denies  the  application  for  an  eight  cent  fare,  but  fixes  seven 
cents  as  a  just  and  reasonable  rate. 

Charles  F,  Sexton,  for  the  Receivers. 

Henry  D.  Brinley,  for  the  Borough  of  Rumson. 

Warren  H,  Smock,  for  the  Borough  of  Fairhaven. 

The  petitioner  asked  permission  to  charge  the  following  rates 
of  fares :  From  fountain,  Red  Bank,  to  end  of  line  at  Rumson  and 
intermediate  points,  8  cents ;  from  fountain,  Red  Bank,  to  Eaton- 
town  and  intermediate  points,  8  cents;  from  Eatontown  to 
terminus  at  Second  Avenue,  Long  Branch,  and  intermediate 
points,  8  cents;  or  such  other  relief  as  the  Board  may  think 
proper. 

The  matter  was  heard  at  Newark,  on  June  10,  1920. 

The  history  of  this  company  is  familiar  to  the  .Board  through 
its  several  investigations  of  its  financial  afifairs  and  service 
conditions. 

Prior  to  the  appointment  of  the  present  receivers  the  com- 
pany charged  a  five-cent  fare  for  each  passenger  from  the  foun- 
tain, at  Red  Bank,  to  Rimison  or  any  intermediate  point,  and  a 
15-cent  fare  from  the  fountain,  at  Red  Bank,  to  Second  Avenue, 
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Long  Branch,  five  cents  thereof  being  charged  for  each  pas- 
senger carried  from  the  fountain,  Red  Bank,  to  Eatontown  or 
any  intermediate  point;  five  cents  for  each  passenger  carried 
from  Eatontown  to  a  point  near  the  outskirts  of  Long  Branch, 
and  five  cents  for  each  passenger  carried  from  the  latter  point 
to  the  terminus  on  Second  Avenue,  Long  Branch. 

The  jitney  competition  became  so  acute  and  resulted  in  such 
loss  than  in  August,  191 7,  the  company  voluntarily  reduced  the 
fare  from  Red  Bank  to  Long  Branch  to  ten  cents,  charging  five- 
cent  fare  from  Red  Bank  to  Eatontown,  and  a  five-cent  fare 
from  Eatontown  to  the  terminus  at  Long  Branch.  This  jitney 
competition  still  exists. 

On  October  23,  1918,  the  Board  fixed  as  a  just  and  reasonable 
charge  to  be  imposed  in  the  said  last  mentioned  existing  zones 
a  flat  fare  of  six  cents  where  a  five-cent  fare  had  been  previously 
charged  for  each  passenger  over  five  years  of  age. 

A  comparative  statement  submitted  shows  that  from  Novem- 
ber I,  1918,  to  October  31,  1919,  the  passenger  revenue  at  a  fare 
of  six  cents  was  $88,642.56,  compared  with  a  corresponding 
period  from  November  i,  191 7,  to  October  31,  191 8,  at  a  rate 
of  fare  of  five  cents,  $76,117.34. 

The  operating  expenses  shown  from  November  i,  1918,  to 
October  31,  191 9,  were  $87,071.03  as  compared  with  a  corres- 
ponding period,  November  i,  1917,  to  October  31,  1918,  of 
$82,238.53.  During  the  period  from  November  i,  1919,  to 
April  30,  1920,  the  operating  expenses  of  the  company  showed 
some  further  increase  by  reason  of  the  numerous  snow  storms 
and  the  unusual  severity  of  the  winter  weather,  which  compelled 
a  cessation  of  traffic  over  part  of  the  system  for  nearly  two 
weeks  and  materially  interrupted  the  service  for  a  much  longer 
period.     The  wages  of  the  platform  men  were  also  increased. 

In  this  situation  it  clearly  appears  that  the  receivers  should 
be  permitted  to  charge  an  increased  fare,  but  the  full  knowledge 
which  the  Board  has  of  this  company's  affairs  and  the  exhibits 
offered  in  the  present  proceeding  do  not  warrant  the  imposition 
of  a  flat  fare  of  eight  cents  in  each  zone. 
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The  company  was  adjudged  insolvent  in  April,  1916,  and  has 
been  in  the  hands  of  the  present  receivers  since  that  date.  The 
stock  of  the  company  is  worthless,  and  it  is  well  known  to  the 
bondholders  as  well  as  to  this  Commission  that  here  is  no  pos- 
sibility of  the  company  paying  interest  on  any  considerable  por- 
tion of  its  present  IxMided  debt.  Large  arrearages  of  taxes  are 
due  the  several  municipalities  through  which  it  operates  aggre- 
gating upwards  of  $20,000.00.  The  receivers  have  not  been 
able  to  pay  these  taxes,  nor  to  sell  "receivers'  certificates"  for  the 
purpose  of  liquidating  the  tax  liens. 

Mr.  Boteler,  one  of  the  receivers,  is  a  practical  railroad  man 
and  has  rendered  faithful  and  efficient  service  in  the  four  years 
past.  He  testified  in  substance  that  if  the  trolley  roadbed  was 
not  in  such  bad  shape,  the  people  would  ride  on  the  trolley  in 
preference  to  jitneys;  that  it  would  require  at  least  $10,000  to 
put  the  track  in  fair  shape,  and  $50,000  to  put  it  in  first-class 
shape ;  that  the  receivers  were  compelled  to  run  the  limited  num- 
ber of  cars  now  owned  eighteen  hours  a  day;  that  at  least  four 
additional  cars  were  needed  beside  necessary  repairs  to  the  old 
ones;  that  second-hand  cars  would  cost  approximately  $2,500 
apiece.  The  company  is  paying  four  cents  per  kilowatt  hour 
for  power  and  can  make  no  better  contract.  In  his  judgment  an 
increased  fare  of  eight  cents  per  zone  would  not  enable  the  re- 
ceivers to  pay  the  accumulated  arrearages  of  taxes,  but  would 
permit  them  to  pay  current  taxes. 

The  receiver  further  testified  as  follows : 

**Q.  Is  there  any  hope  of  ever  operating  the  line  in 
such  a  manner  that  the  bondholders  will  ever  receive 
any  interest  on  the  investment? 

A.  No,  sir. 

Q.  There  is  not  the  slightest  hope  of  it  ? 

A.  Not  an  iota.'' 
It  must  be  evident  to  every  one  that  unless  the  bondholders 
enter  into  a  prompt  reorganization  agreement  and  arrange  for 
new  capital  to  meet  the  required  capital  expenditures,  the  road 
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must  be  sold  at  public  auction  to  the  highest  bidder.  The  in- 
vestors have  lost  heavily  in  the  enterprise,  but  the  time  has  come 
when  they  must  accept  their  loss  as  investors  in  private  enter- 
prises are  compelled  to  do. 

By  some  co-operation  on  the  part  of  the  municipalities  in  an 
adjustment  of  the  old  tax  liens,  and  the  recognition  of  the  loss 
of  the  present  investors  and  a  willingness  on  their  part  to  invest 
such  new  capital  as  will  furnish  adequate  equipment  to  supply 
a  much-needed  service,  the  trolley  cars  would  be  literally  patron- 
ized and  the  investors  given  an  opportunity  to  save  some  of  their 
original  investment. 

The  Board  denies  the  application  for  an  eight-cent  fare.  We 
fix  and  determine  seven  cents  to  be  a  just  and  reasonable  rate 
of  fare  under  all  the  circumstances  and  conditions,  and  will  per- 
mit the  receivers  to  file  a  new  schedule  of  rates  as  follows : 

From  fountain.  Red  Bank,  to  end  of  line  at  Rumson  and  in- 
termediate points,  seven  cents ; 

From  fountain.  Red  Bank,  to  Eatontown  and  intermediate 
points,  seven  cents ; 

From  Eatontown  to  terminus  at  Second  Avenue,  Long  Branch, 
and  intermediate  points,  seven  cents. 

Dated  June  24,  1920. 

By  Commissioner  Gaul  : 

The  Monmouth  County  Electric  Company  has  not  paid  its 
taxes  for  the  past  few  years ;  the  bondholders  have  received  no 
return  for  five  years,  and  because  the  earnings  have  not  been 
sufficient  to  meet  the  ordinary  operating  expenses  during  the  re- 
ceivership, the  road  to-day  is  little  better  than  a  wreck.  The 
company  is  in  imperative  need  of  greater  earnings,  or  new  capital 
or  both.  1  do  not  agree  with  my  colleagues  as  to  the  manner  in 
which  these  greater  earnings  or  capital  may  be  obtained.  Unless 
pride  or  philanthropy  is  the  inspiration  for  supplying  it,  there 
are  just  three  inducements  which  will  attract  capital:  a  good 
prospect  for  profit;  proof  that  capital  has  received  a  fair  profit 
for  the  risk  assumed,  and  the  human  desire  to  try  to  save  or 
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protect  the  capital  one  has  already  invested.  My  colleagues  be- 
lieve that  the  latter  inducement  should  be  sufficient  to  attract 
capital  to  this  company.  It  is  asking  too  much  of  human  nature 
to  expect  investors  in  this  company  to  inject  more  capital,  when 
this  Board  refuses  to  grant  an  increase  of  fare  from  six  to  eight 
cents.  An  eight-cent  fare  while  not  producing  any  revenue  for 
fixed  charges,  would,  the  receivers  believe,  return  an  amount 
sufficient  to  all6w  the  company  to  improve  the  condition  of  its 
roadbed  and  equipment,  and  thereby  attract  more  riders.  It  is 
essential  that  the  service  should  be  made  more  attractive.  There- 
fore I  would  grant  the  request  of  the  receivers  for  an  eight-cent 
fare. 


No.  804. 

In  the  Matter  of  the  Application  of  the  Jersey  Central 
Traction  Company  for  Increase  in  Rates. 

1.  An  electric  railway  company  proposes  to  increase  the  fare  charged  by 
it  from  seven  cents  to  ten  cents  in  each  fare  zone. 

2.  It  appears  that  orders  issued  by  the  Board  to  make  certain  repairs  to 
its  track  and  roadbed  have  not  been  complied  with. 

3.  That  the  unsafe,  insufficient  and  inadequate  service  affects  the  patronage 
is  a  fair  conclusion.  It  is  probable  that,  if  the  requirements  of  the  Board's 
orders  were  complied  with,  the  improved  service  that  would  ensue  would 
result  in  increasing  the  patronage  and  use  of  the  lines  to  an  extent  that 
sufficient  revenues  would  result  from   the  present  fares  charged. 

4.  Until  the  petitioner  pjaces  its  property  in  proper  operating  condition,  and 
carries  out  the  requirements  of  the  order  of  the  Board,  no  further  increases 
in  the  rates  of  fare  will* be  considered. 

C.  L,  S,  Tingley,  for  the  Petitioner. 

Howard  W,  Roberts,  for  the  Township  of  Middletown  and 
Borough  of  Highlands. 

Mayor  0.  C,  Bogardus,  for  the  Borough  of  Keyport. 

Leo  Goldberger,  for  the  City  of  Perth  Amboy. 
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The  petitioner  proposed  to  increase  the  fare  charged  by  it  from 
seven  cents  per  fare  zone  to  ten  cents  per  fare  zone,  effective 
April  15,  1920.  The  Board  suspended  the  proposed  rate  pending 
investigation,  and  the  matter  was  heard  at  Newark,  April  29, 
1920. 

The  affairs  of  this  company  have  been  before  the  Board  in 
the  matter  of  security  issues,  rates  of  fare  and  service  so  often 
during  the  past  five  years  that  we  feel  intimately  acquainted  with 
its  financial  and  operating  conditions. 

On  August  29,  1 91 8,  the  petitioner  was  permitted  to  charge  a 
fare  of  six  cents  where  a  five-cent  fare  had  been  previously  made. 

On  December  5  in  the  same  year,  the  Board  permitted  a  further 
increase  in  the  fare  to  seven  cents  in  each  fare  zone  where  a 
charge  of  five  cents  was  originally  made.  In  both  the  reports 
permitting  the  company  to  increase  its  rate  of  fare  the  Board 
called  attention  to  the  numerous  complaints  made  against  the 
character  of  the  service  furnished  the  various  communities 
served. 

The  report  of  August  29,  1918,  says,  "the  evidence  shows 
that  the  service,  both  as  to  the  operating  schedule  and  as  to  its 
maintenance,  is  not  what  it  should  be.  Under  such  conditions 
of  operation  it  cannot  be  maintained  that  the  value  of  the  service 
to  the  rider  is  equal  to  that  where  safe,  adequate  and  proper 
service  is  afforded.'^ 

In  the  Board's  report  of  December  5,  1919,  appears  the  fol- 
lowing language:  "The  service  furnished  by  the  company  has 
been  the  subject  of  much  complaint  during  the  year.  In  the 
former  report  granting  the  increase  in  fare  to  six  cents,  the 
Board  called  attention  to  the  unsatisfactory  character  of  the 
service.  *  *  *  We  believe  the  maximum  fare  that  the  traffic 
will  stand  to  be  what  we  allow  (seven  cents).  It  is  admitted  by 
the  operating  officials  of  the  company  that  the  service  furnished 
is  not  of  the  best.  It  is  claimed  that  this  has  been  due  to  condi- 
tions caused  by  the  war ;  that  since  the  armistice  was  signed  con- 
ditions have  bettered  and  that  the  service  will  soon  be  improved. 
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Much  of  the  hostility  of  the  public  to  awards  of  increases  in 
rates  of  utilities,  particularly  traction  companies,  has  been  be- 
cause the  service  furnished  has  been  unsatisfactory.  It  is  the 
duty  of  the  company  and  the  Board  will  expect  and  require  it 
to  make  every  effort  in  its  power  to  remedy  the  defects  which 
have  caused  the  complaints  referred  to." 

Under  date  of  July  10,  1919,  an  order  was  issued  by  the  Board, 
directing  the  Jersey  Central  Traction  Company  to  make  certain 
repairs  to  its  track  and  roadbed.  The  inspector's  report  dated 
November  20,  19 19,  was  to  the  effect  that  in  general  the  work 
of  repairs  covered  by  the  Board's  order  had  not  been  nearly 
completed  and  was  progressing  very  slowly  and  that  at  least 
portions  of  the  work  were  being  carried  out  in  a  very  unsatis- 
factory manner. 

During  the  hearing  in  the  pending  matter  it  was  admitted 
that  the  Board's  order  of  July  10,  1919,  had  not  been  carried  out 
and  that  much  of  the  work  (which  is  absolutely  necessary  for 
safe  and  adequate  service)  has  not  been  done,  and  remains  un- 
finished at  this  time. 

On  June  4,  1920,  an  inspector's  report  was  made  on  the  track 
conditions  of  this  company  and  a  copy  of  the  report  sent  to  the 
company.    Part  of  the  said  report  reads  as  follows : 

"June  2,  1920,  the  Board's  inspector  made  an  in- 
spection of  the  entire  track  of  the  company's  property, 
with  the  exception  of  a  short  branch  line  running 
through  Keansburg.  This  inspection  was  made  by 
observation  from  the  front  platform  of  the  cars  in 
regular  operation,  riding  over  practically  the  entire  sys- 
tem, and  also  by  walking  over  long  sections  of  the  track, 
particularly  in  such  localities  where  the  track  appeared 
to  be  in  the  most  unsatisfactory  condition. 

**The  condition  of  the  track  which  the  Board's  order 
required  to  be  repaired  was  found  to  be  as  follows : 

Matawan — Keyport  Division, 

''With  a  few  exceptions,  all  the  broken  and  worn-out 
rails  have  been  replaced.    Many  of  the  joints,  however, 
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are  uneven  and  low  or  otherwise  defective  and  the  sur- 
face and  alignment  of  the  track  is  not  in  good  condition. 
This  condition  of  the  joints  and  surface  applies  particu- 
larly to  that  portion  of  the  track  extending  from  Oak 
Shade  to  Matawan,  a  distance  of  approximately  one 
mile.  The  portion  of  this  track  extending  for  a  dis- 
tance of  several  hundred  feet  from  the  Matawan  rail- 
road station  is  very  unsatisfactory,  resulting  in  most 
uncomfortable  riding. 

Belford  Avenue,  Belford,  and  First  Avenue,  Atlantic 
Highlands, 

"The  condition  on  Belford  Avenue  is  considerably 
improved.  Practically  all  the  broken  rails  have  been 
replaced  and  some  attempt  has  been  made  to  repair  the 
joints.  While  the  condition  of  this  track  is  not  what 
it  should  be,  by  any  means,  nevertheless,  it  is  much 
better  than  it  has  been  for  some  time  past. 

"On  First  Avenue,  in  Atlantic  Highlands,  there  is 
little  improvement  over  the  condition  that  has  existed 
there  for  some  years  past.  There  are  a  number  of  ex- 
ceedingly low  joints.  The  surface  of  the  track  is  ex- 
ceedingly uneven  and  there  are  also  a  number  of  broken 
or  worn  rails,  several  of  them  being  in  such  condition 
as  to  render  liability  of  derailment.  The  gauge  of  the 
track  at  a  number  of  points  was  found  to  be  from  i  inch 
to  I  ^  inches  wide.  The  passage  of  the  Cars  over  this 
track  at  anything  like  normal  speed,  say  from  eight  to 
ten  miles  per  hour,  or  even  at  any  speed,  necessarily 
results  in  exceedingly  uncomfortable  riding.  This  con- 
dition is  considered  by  the  Board's  inspector  to  be  dan- 
gerous in  that  there  is  liable  to  be  a  derailment  of  cars 
and  also  because  of  the  fact  that  if  the  car  starts  before 
a  person  boarding  the  car  has  reached  his  seat,  the  pas- 
senger is  in  imminent  danger  of  being  thrown  violently 
against  the  seats,  sides,  or  even  the  floor  of  the  car  and 
being  injured. 
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Key  port — Perth  Atnboy  Division. 

**The  track  at  the  approaches  of  the  bridge  across 
Matawan  Creek  has  been  raised  and  is  now  in  very  fair 
condition  in  this  locality. 

"The  special  work  in  the  vicinity  of  Davidson  Street 
and  Smith  Street,  Perth  Amboy,  and  the  joints  in  this 
locality,  have  not  been  repaired.  The  broken  switch 
and  mate  on  Smith  Street  at  the  corner  of  Davidson 
Street  have  been  replaced  with  new  material. 

"It  will  be  noted  that  the  order  required  that  the 
work  included  under  items  i  to  7,  quoted  above,  be 
completed  not  later  than  September  12,  1919,  and  that 
the  work  included  under  items  8  and  9,  also  quoted 
above,  be  completed  not  later  than  November  9,  19 19. 

"In  addition  to  the  conditions  above  noted,  other 
defects  were  observed  as  follows : 

"In  Highlands  the  condition  of  the  track  was  found 
to  be  deplorable  and  at  some  points  decidedly  danger- 
ous. There  are  a  number  of  rails  broken  or  worn  to 
such  an  extent  as  to  render  derailment  imminent.  The 
gauge  of  the  ^rack  was  measured  at  many  points  and 
it  was  found  in  many  localities  to  be  from  ^'^  to  i  ^'^ 
wide.  The  surface  and  alignment  is  very  defective, 
particularly  the  former.  Many  of  the  joints  are  low, 
making  the  track  exceedingly  rough.  At  one  point 
both  rails  were  found  to  be  worn  and  broken  for  several 
inches  back  from  each  end,  which  condition,  together 
with  the  fact  that  this  joint  is  particularly  low  as  com- 
pared with  the  rail  on  the  opposite  side,  creates  a  con- 
dition which,  in  the  opinion  of  the  inspector,  is  liable 
to  cause  derailment  at  any  time.  In  fact,  it  is  only  by 
the  most  careful  operation  of  cars  over  the  track 
through  the  greater  portion  of  Highlands  that  derail- 
ments dp  not  frequently  occur. 

"The  track  on  the  down  grade  approaching  High- 
lands at  the  foot  of  which  is  the  main  entrance  to  the 


Digitized  by 


Google 


i88  Board  of  Public  Utility  Commissioners. 


Jersey  Central  Traction  Co.— Rates. 


locality  known  as  'Water  Witch/  is  so  rough  and  the 
cars  operate  down  this  grade  at  such  a  high  speed  that 
it  is  the  opinion  of  the  Board's  inspector  that  a  derail- 
ment is  liable  to  occur  there  at  any  time,  the  result  of 
which  is  likely  to  be  disastrous.  A  number  of  track 
bonds  were  found  to  be  broken. 

**The  condition  of  the  track  in  general  other  than  at 
the  localities  mentioned,  with  the  exception  of  the 
Freneau  and  Keyport  Divisions,  is  exceedingly  unsatis- 
factory. The  surface  is  generally  very  uneven  and  the 
alignment  very  poor.  Many  of  the  ties  are  decayed, 
although  the  company  has  done  good  work  during  the 
past  spring  in  the  replacement  of  ties,  a  large  number 
having  been  installed  in  various  localities  where  they 
were  apparently  most  needed.  Incidentally,  the  com- 
pany is  using  creosoted  ties  almost  exclusively  at  this 
time,  which  is  a  creditable  new  departure  from  the  com- 
pany's former  method  of  using  non-cresoted  ties. 
However,  there  are  very  many  ties  at  the  present  time 
which  are  decayed  to  such  an  extent  as  that  that  they 
should  be  replaced,  one  of  them  immediately.  It  is 
evident  that  when  the  new  ties  are  installed  they  are 
not  always  being  tamped  properly,  resulting  in  defective 
surfacing  of  the  track,  which,  in  such  locations  at  least, 
could  be  placed  in  good  operating  condition. 

"Many  of  the  bolts  in  the  joints  were  found  to  be 
loose.  In  some  cases  the  entire  six  bolts  in  the  joint 
were  all  loose  and  one  instance  was  noted  on  the  main 
track  where  at  a  six-hole  joint  all  the  bolts  in  one  rail 
were  missing.  The  gauge  measured  at  a  few  other 
points  than  in  the  localities  specifically  mentioned  above 
was  found  in  some  instances  to  be  from  y^'^  to  i''  wide 
and  it  was  evident  from  observation  that  the  gauge  is 
wide  at  many  points  other  than  where  it  was  measured 
by  the  Board's  inspector. 
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"The  condition  of  the  track,  with  the  exception  of 
the  specific  points  hereinbefore  mentioned,  cannot  be 
considered  dangerous  in  the  sense  of  being  likely  to 
cause  derailments,  provided  the  motormen  operating 
the  cars  are  unusually  cautious,  as  they  generally  appear 
to  be.    If,  however,  the  cars  were  operated  at  full  speed 
over  many  portions  of  this  track,  other  than  the  points 
hereinbefore  specifically  mentioned,  derailments  would 
certainly  follow.     It  will  be  noted,  therefore,  that  the 
track  is  not  in  a  condition  as  that  full  speed,  such  as 
might  reasonably  be  expected  over  a  line  of  this  charac- 
ter running  through  open  country,  can  be  maintained 
without  danger  of  derailment,  which,  at  many  points 
at  least,  would  be  likely  to  result  in  injury  to  passengers 
or  crew  or  both." 
The  deplorable  condition  of  the  company's  roadbed  and  equip- 
ment as  thus  disclosed  is  evident.     That  the  consequent  unsafe, 
insufficient  and  inadequate  service  affects  the  patronage  is  a  fair 
conclusion.    It  is  probable  that  if  the  requirements  of  the  Board's 
orders  were  complied  with  the  improved  service  that  would  ensue 
would  result  in  increasing  the  patronage  and  use  of  the  lines  to 
an  extent  that  sufficient  revenues  would  result  from  the  present 
fares  charged. 

It  is  generally  held  by  Commissions  that  the  rate  for  utility 
service  must  be  fair  alike  to  the  utility  and  to  the  public;  and 
above  all  the  rate  shall  not  exceed  the  value  of  the  service  ren- 
dered, regardless  of  losses  which  are  suflfered  by  a  utility  which 
may  have  been  inadvisably,  imprudently  or  improvidently  built. 
In  addition  to  the  Board's  endeavor  to  help  the  petitioner  in 
all  reasonable  manner,  the  United  States  Housing  Corporation 
advanced  to  it  more  than  $46,000  during  the  year  1919  to  finance 
the  necessary  maintenance  of  the  company,  and  we  feel  that  the 
public  bodies  have  done  their  full  share  in  trying  to  relieve  the 
financial  embarrassment  of  the  company. 

Until  the  petitioner  places  its  property  in  safe  operating  con- 
dition, and  carries  out  the  requirements  of  the  order  of  the  Board 
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bearing  date  July  lo,  1919,  no  further  increase  in  the  rates  of 
fare  will  be  considered. 

The  application  of  the  company  will  be  denied  and  the  Board 
finds  and  determines  that  the  proposed  charge  of  ten  cents  per 
zone  where  seven  cents  is  now  charged  is  unjust  and  unreasonable 
for  the  service  furnished. 

Dated  June  29,  1920. 

By  Commissioner  Gaul: 

For  the  past  few  years  the  earnings  of  the  Jersey  Central  Trac- 
tion Company  have  not  been  sufficient  to  properly  maintain  its 
property.  Because  of  the  increased  cost  of  labor,  power,  material 
and  maintenance,  the  company  under  the  present  7-cent  fare  not 
only  will  be  unable  to  meet  its  fixed  charg^es  (which  are  based 
upon  a  conservative  bonded  indebtedness),  but  will  fail  to  earn 
its  operating  expenses.  The  people  served  by  this  company 
should  know  that  even  though  the  property  were  turned  over  to 
them  for  nothing,  free  and  clear  of  any  obligation,  so  that  it 
would  not  be  necessary  to  pay  any  interest  upon  the  capital  in- 
vested, the  road  could  not  continue  to  operate  under  a  7-cent  fare 
because  the  earnings  would  not  be  sufficient  to  pay  the  bare 
operating  expenses. 

To  penalize  this  company  now  in  its  present  financial  condition 
for  not  carrying  out  the  orders  of  this  Board  in  regard  to  certain 
repairs  is  surely  not  going  to  improve  the  service.  The  managers 
of  this  company  failed  in  their  duty  when  they  did  not  immedi- 
ately apply  to  this  Board  for  relief  as  soon  as  they  knew  that  it 
would  be  impossible  to  carry  out  the  orders  of  the  Board  without 
defaulting  upon  bond  interest. 

My  views  upon  revenue  and  rate  of  return  were  expressed  in 
the  Elizabethtown  gas  case. 

To  continue  in  business  and  render  safe,  adequate  and  proper 
service,  the  company  must  have  a  lo-cent  fare.  There  are  82 
cities  in  which  an  8-cent  fare  or  greater  is  now  being  paid.  As  to 
the  value  of  the  service  rendered  by  this  company  on  a  continu- 
ance of  the  present  7-cent  fare  will  mean  a  receivership  and  n 
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greater  inadequacy  of  service  with  a  possible  abandonment  of 
service,  while  a  lo-cent  fare  might,  in  time,  produce  safe,  ade- 
quate and  proper  service. 

It  is  my  opinion  that  the  people  in  the  territory  served  should 
not  be  denied  the  chance  of  obtaining  safe,  adequate  and  proper 
trolley  service,  therefore  I  would  allow  a  lo-cent  fare  and  leave 
it  to  the  people  to  decide  for  themselves  (by  giving  or  withholding 
their  patronage)  whether  the  company  should  continue  to  serve 
them  or  not. 


No.  805. 

In  the  Matter  of  the  Application  of  the  Public  Service 
Railway  Company  for  Postponement  of  Effective 
Date  of  Order  Entered  in  the  Matter  of  Discon- 
tinuance OF  Service  Between  Chester  Avenue  and 
Borton's  Landing  Road,  Moorestown,  New  Jersey. 

L.  D,  H.  Gilmotif,  for  the  Public  Service  Railway  Company. 

L,  Edward  Herrmann,  for  the  Board.. 

Counsel  for  the  petitioner  in  the  above  matter  appeared  before 
the  Board  on  June  9,  1920,  and.  stated  that  the  Board  of  Free- 
holders of  Burlington  County  and  the  Township  Committee  of 
Chester  Township  had  joined  in  an  application  to  the  Board 
reciting  the  original  order  made  by  the  Board  in  this  matter  and 
requesting  that  a  further  order  be  made  directing  the  Public 
Service  Railway  Company  to  regrade  the  Moorestown  Pike 
where  its  tracks  are  laid  from  Chester  Avenue  to  Borton's  Land- 
ing Road  and  to  pave  between  said  tracks  with  granite  block, 
with  concrete  foundation  grouted. 

It  was  further  stated  on  behalf  of  the  Railway  Company  that 
the  company  had  begun  work  under  the  original  order  of  the 
Board,  and  that  it  would  oppose  the  application  of  the  said  Board 
of  Freeholders  and  Township  Committee. 
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Request  was  made  that  the  Board,  in  view  of  the  above  state 
of  facts,  extend  the  effective  date  of  the  order  of  March  9,  1920, 
from  June  30,  1920,  until  the  final  finding  in  the  matter  of 
the  application  of  the  Board  of  Freeholders  and  Township 
Committee. 

Bending  the  disposition  of  the  application  of  the  Board  of 
Freeholders  and  Township  Committee,  as  aforesaid,  the  Board 
will  make  an  order  extending  the  effective  date  of  its  order  of 
March  9,  1920,  made  in  the  matter  of  discontinuance  of  service 
by  Public  Service  Railway  Company  between  Chester  Avenue 
and  Borton's  Landing  Road,  Moorestown,  New  Jersey,  from 
June  30,  1920,  until  the  final  finding  in  the  matter  of  the  applica- 
tion above  mentioned,  at  which  time  the  Board  will  fix  a  new 
effective  date. 

Dated  June  29,  1920. 

ORDER. 

The  Board  of  Public  Utility  Commissioners  having  on  the 
ninth  day  of  March,  1920,  entered  an  order  requiring  the  Public 
Service  Railway  Company  on  or  before  June  30,  1920,  to  place 
in  safe  and  proper  operating  condition  the  tracks  on  Main 
Street,  Moorestown,  N.  J.,  from  Chester  Avenue  to  Borton's 
Landing  Road,  and  upon  the  work  of  reconstructing  the  tracks 
having  reached  a  point  where  the  cars  of  the  Public  Service 
Railway  Company  may  be  safely  operated  thereon,  to  commence 
such  operation,  and  application  having  been  made  to  the  Board 
for  a  modification  of  its  order  so  that  the  date  should  be  extended 
for  the  completion  of  the  work  referred  to  from  June  30,  1920, 
until  it  is  determined  what  further  order,  if  any,  shall  be  made 
directing  the  Public  Service  Railway  Company  to  regrade  the 
Moorestown  Pike  upon  the  application  of  the  Board  of  Free- 
holders of  Burlington  County  and  the  Township  Committee  of 
Chester  Township,  and  the  Board  having  on  the  date  hereof  filed 
a  report,  which  report,  by  reference  thereto  herein  is  made  part 
hereof,  the  Board 
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Hereby  Orders  tiiat  its  order  shall  be  modified  so  that  the 
time  for  completing  the  work  called  for  therein  shall  be  extended, 
and  that  no  date  shall  be  fixed  until  the  application  of  the  Board 
of  Freeholders  and  the  Township  Ccwnmittee  referred  to  herein 
IS  decided  upon. 

Dated  Jime  29,  1920. 


No.  806. 

In  the  Matter  of  the  Appucation  of  the  Laurei.  Springs 
Water  Supply  Company  for  Approval  of  $25,000  in 
Stock. 

1,  In  considering  an  application  for  approval  of  an  issue  of  $25,000  capital 
stock  the  evidence  shows  that  a  large  part  of  the  construction  work  it  is 
proposed  to  capitalize  has  been  done  through  contracts  made  with  the  presi- 
dent of  the  company ;  that  some  of  the  contract  prices  were  high  as  compared 
with  the  costs  to  other  companies  for  similar  work  and  that  on  some  of  the 
work  payments  were  made  in  large  part  directly  by  the  company. 

2.  This  method  of  making  extensions  is  criticised.  The  Board  is  satisfied; 
however,  that  the  total  amount  charged  on  the  company's  books  does  not 
exceed  the  value  new  of  the  property  owned  by  the  company,  if  all  the 
elements  of  value  are  considered  and  the  prices  of  labor  and  material  are 
estimated  on  the  basis  of  a  reasonable  cost  of  labor  and  material  at  the  time 
the  property  was  installed.  On  this  basis  approval  is  given  to  an  issue  of 
stock  at  par  to  the  amount  of  $15,000  for  uncapitalized  construction. 

W.  B.  Wolcott,  for  the  Petitioner. 

i.  Edward  Herrmann,  for  the  Commission. 

A  petition  was  filed  in  the  above  matter  on  April  28,  1920, 
and  a  hearing  was  held  on  Jime  15,  1920.  The  company  seeks 
the  approval  of  securities  to  cover  uncapitalized  expenditures  up 
to  December  31,  1919.  A  prior  application  covering  the  period 
up  to  June  30,  1919,  was  filed  in  August  of  last  year,  but  the 
petition  was  subsequently  withdrawn. 
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In  1911  approval  of  securities  was  given  for  tiie  issue  of  $550 
in  stock  for  the  purpose  of  acquiring  real  estate  and  a  second 
approval  of  $14,425  in  stock  and  $50,000  par  value  of  bonds  to 
be  issued  at  not  less  than  90.  $15,000  of  these  bonds  were  to 
be  issued  for  refunding  purposes  and  prior  bond  issues  and 
$3,000  for  refunding  an  outstanding  note.  All  of  these 
securities  have  been  issued  with  the  exception  of  $10,000  in 
bonds  for  the  purpose  of  refunding  a  part  of  the  prior  bond 
issue  which  is  still  outstanding.  In  its  petition  and  in  the 
conference  ordv  report  fUed  accounting  for  the  securities 
approved  in  191 1,  the  company  sought  to  justify  the  issue  of 
same  on  the  basis  of  the  values  determined  in  part  from  estimate 
rather  than  actual  expendittu-es.  The  company  has  been  very 
dilatory  in  filing  reports  under  Conference  ruling  No.  7  requiring 
reports  as  to  issues  of  securities  and  expenditures  for  construc- 
tion. Such  reports  are  to  be  filed  every  six  months,  but  no  such 
report  was  received  from  this  company  until  several  years  had 
elapsed. 

Prior  to  the  hearing  the  attention  of  the  company  had  been 
called  to  several  discrepancies  between  the  figures  submitted  and 
the  actual  cost  as  shown  by  the  company's  books  and  the  annual 
reports,  for  which  items  corrections  were  made.  The  company 
has  also  claimed  the  installation  of  8,500  feet  of  6-inch  pipe  in 
the  year  191 2  as  compared  with  850  feet  as  set  forth  in  tiie  com- 
pany's annual  report  and  as  indicated  in  the  charges  on  the  com- 
pany's books  during  that  year.  This  claim  the  Board  finds  is  not 
proven  and  is  not  a  reasonable  deduction  from  the  facts  in  the 
case.  If  the  company  finds  that  it  has  in  place  at  the  present 
time  a  length  of  main  greater  by  this  difference  than  is  shown  in 
the  annual  report,  the  reasonable  assimiption  is  that  this  pipe 
was  installed  prior  to  191 1  and  that  the  statement  of  the  length 
of  mains  in  place  at  that  time  as  given  in  the  previous  petition 
and  in  the  annual  reports  was  incorrect. 

The  evidence  in  the  case  shows  that  a  large  part  of  the  con- 
struction work  during  the  period  from  191 1  to  the  present  time 
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has  been  done  through  contracts  made  with  the  president  of  the 
company.  An  examination  of  the  company's  books  and  records 
shows  that  some  of  these  contract  prices  were  high  as  compared 
with  the  costs  to  other  companies  for  similar  work  and  that  on 
some  of  the  contract  work  payments  were  made  for  labor  and 
material  in  large  part  directly  by  the  company. 

The  Board  feels  constrained  to  criticise  this  method  of  making 
extensions  to  the  plant  of  a  utility  company.  It  recognizes  the 
fact  that  the  officials  of  the  company  are  entitled  to  a  reason- 
able compensation  for  services  rendered,  but  the  charges  for 
these  services  might  better  be  made  directly  rather  than  through 
the  terms  of  a  contract  such  as  has  been  the  practice  with  this 
company. 

The  Board  is  satisfied,  however,  that  the  total  amount  as 
charged  on  the  company's  books  at  the  present  time  does  not 
exceed  the  value  new  of  the  property  now  owned  by  the  com- 
pany if  all  of  the  elements  of  value  are  considered  and  if  the 
prices  of  labor  and  material  are  estimated  on  the  basis  of  a 
reasonable  cost  of  labor  and  material  at  the  time  that  the  prop- 
erty was  installed. 

On  this  basis  the  Board  will  approve  the  issue  of  stock  at  par 
to  the  amount  of  $15,000  for  imcapitalized  construction  expendi- 
tures as  of  December  31,  1919,  which  leaves  uncapitalized  as  of 
that  date  a  total  of  $106. 

A  certificate  will  accordingly  issue. 

Dated  June  30,  1920. 


No.  807. 

In  the  Matter  of  the  Application  o^  Tri-County  Electric 
Company  for  the  Approval  of  Certain  Municipal  Con- 
sents AND  Contracts. 

I.  Application  is  made  for  approval  of  a  contract  made  by  the  Tri-County 
Electric  Company,  an  electric  utility,  for  the  purchase  of  current  from  the 
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Borough  of  Pompton  Lakes  to  supply  electric  light  to  the  residents  of  River- 
dale  and  vicinity  in  the  Borough  of  Wanaque. 

2.  The  municipality  entering  into  the  contract  should  be  a  party  to  the  pro- 
ceeding. No  proof  has  been  presented  as  to  what  legal  formalities  have  been 
observed  in  making  the  contract. 

3.  The  Board  will  approve  of  the  contract  when  the  Borough  of  Pompton 
Lakes  shall  join  as  a  co-applicant  with  the  company,  or  shall  present  and  file 
with  the  Board  a  resolution  authorizing  and  ratifying  the  contract  sought  io 
be  approved. 

Edward  F.  Merrey  and  John  Pomfret,  for  Petitioner. 

Tri-County  Electric  Company,  a  corporation  of  the  State  of 
New  Jersey,  organized  under  the  general  corporation  act,  "An 
Act  Concerning  Corporations,"  Pamphlet  Laws  1896,  authorized 
to  manufactia-e,  generate,  buy  and  sell,  accumulate,  store,  trans- 
mit, furnish  and  distribute  electric  current  for  light,  heat  and 
power  purposes,  applies  for  approval  of  a  contract  dated  August 
25,  1919,  made  by  it  with  the  Borough  of  Pompton  Lakes,  a 
municipality  owning  and  operating  a  plant  for  supplying  electric 
light,  heat  and  power. 

The  contract  sought  to  be  approved  recites  that4he  Borough 
of  Pompton  Lakes  is  engaged  in  the  production  of  electricity  at 
its  plant  at  Pompton  Lakes,  supplying  electric  light  for  domestic 
and  public  purposes  within  the  borough.  That  the  Tri-County 
Electric  Company  desires  to  purchase  current  "for  the  purpose 
of  supplying  electric  light  to  the  residents  of  Riverdale  and 
vicinity  in  the  County  of  Morris  and  Borough  of  Wanaque  in  the 
County  of  Passaic."  The  borough  agrees  to  sell  to  the  company 
electric  current  to  be  furnished  from  the  meter  of  the  party  of 
the  first  part  (the  borough)  located  on  the  Paterson-Hamburgh 
Turnpike,  at  a  point  within  the  borough  lines,  to  be  agreed  upon 
by  the  parties  hereto  in  the  following  conditions : 

"i.  The  party  of  the  second  part  shall  pay  for  the 
electric  current  supplied  to  it  by  the  party  of  the  first 
part,  at  the  rate  of  3^  cents  per  kilowatt,  said  cur- 
rent to  be  measured  by  said  meter,  and  the  party  of 
the  second  part  to  pay  for  the  electricity  so  furnished 
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for  each  month  on  or  before  the  tenth  day  of  the  next 
succeeding  month,  at  the  office  of  the  said  party  of  the 
first  part. 

**2.  In  case  the  party  of  the  second  part  shall  fail 
or  neglect  to  pay  said  bills  as  herein  specified,  the  party 
of  the  first  part  shall  have  the  right  to  cut  off  the  supply 
of  electricity  to  said  company,  and  the  said  party  of  the 
second  part  shall  make  prompt  payment  of  all  the 
moneys  due  the  party  of  the  first  part  from  it  for  all 
electric  light  current  furnished  up  to  the  date  of  cutting 
the  same  off,  as  aforesaid. 

"3.  The  party  of  the  first  part  shall  not  be  required 
to  furnish  more  than  100  K.W.  at  any  time. 

**4.  The  party  of  the  first  part  reserved  the  right  to 
cut  off  said  current  at  any  time  in  case  of  accident  or 
to  make  alterations,  extensions,  connections  or  repairs. 

"5.  The  party  of  the  first  part  makes  no  guarantee 
as  to  the  quantity  of  electricity  to  be  supplied  nor  shall 
it,  under  any  circumstances,  be  held  liable  for  any  loss 
or  damage  to  the  party  of  the  second  part  for  any 
deficiency  or  failure  to  supply  electricity,  occasioned  by 
the  shutting  off  of  the  same  in  case  of  alterations,  ex- 
tensions, connections  or  repairs  or  for  any  other  cause 
whatever. 

"6.  The  party  of  the  second  part  agrees  that  during 
the  said  period  of  five  years  it  will  use  all  the  eletricity 
required  for  public  lighting  for  the  residents  of  River- 
dale  and  vicinity  and  Borough  of  Wanaque,  up  to  100 
K.W.  from  the  party  of  the  first  part,  through  said 
meter. 

"7.  This  contract  shall  continue  in  full  force  and 
effect  for  the  period  of  five  years  from  the  date  hereof, 
and  the  party  of  the  second  part  shall  have  the  right 
to  the  renewal  of  the  same  for  the  further  period  of 
five  years  from  the  date  of  expiration  thereof,  at  a  price 
per  kilowatt  to  be  agreed  upon  between  the  parties  here- 
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to,  or  in  case  they  cannot  agree,  then  for  such  price 
as  the  Board  of  Public  Utility  Commissioners  or  the 
board  having  the  jurisdiction  now  exercised  by  them, 
shall  determine  to  be  just  and  reasonable  rate." 
The  petition  recites  that  the  Township  Committee  of  the  Town- 
ship of  Pequannock  (said  committee  being  the  governing  body 
of  said  Township)   and  said  Township  being  a  municipality 
adjoining  the  Borough  of  Pompton  Lakes,  adopted  a  resolution 
consenting  to  the  supply  by  the  Borough  of  Pompton  Lakes,  of 
electricity  for  light,  heat  and  power  purposes  to  the  petitioner  for 
distribution  for  public  or  private  use  by  the  petitioner  to  the  in- 
habitants of  said  Township  of  Pequannock. 

That  the  governing  body  of  the  Borough  of  Wanaque,  the  said 
Borough  of  Wanaque  being  a  municipality  adjoining  the  Borough 
of  Pompton  Lakes,  adopted  a  resolution  consenting  to  the  supply 
by  the  Borough  of  Pompton  Lakes  of  electricity  for  light,  heat 
and  power  purposes  to  the  petitioner  for  distribution  for  public 
and  private  use  by  the  petitioner  to  the  inhabitants  of  the  Borough 
of  Wanaque,  subject  to  such  conditions  as  may  hereafter  be  im- 
posed by  the  said  borough. 

The  petition  further  alleges  that  neither  the  Township  of 
Pequannock  nor  the  Borough  of  Wanaque  are  being  supplied 
with  electricity  for  light,  heat  and  power  purposes  by  any  other 
company.  The  petitioner  requests  the  approval  of  the  foregoing 
consents  as  well  as  the  contract. 

A  hearing  was  held  on  Thursday,  December  11,  1919. 
The  Home  Rule  Act,  Chapter  152,  Pamphlet  Laws  of  191 7, 
provides,  Article  33,  Section  4: 

"Subject  to  the  approval  of  the  Board  of  Public 
Utility  Commissioners,  it  shall  be  lawful  for  any 
municipality  owning  and  operating  a  plant  for  supply- 
ing light,  heat  or  power  *  *  *  to  supply  electricity 
*  *  *  for  light,  heat  and  power  purposes  for 
public  or  private  use  to  the  inhabitants  individually  or 
to  any  private  corporations  within  any  adjoining 
municipality;  provided,  however,  that  the  governing 
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body  of  said  adjoining  municipality  shall  by  resolution 
consent  thereto. 

"(5)  No  municipality  shall  enter  into  any  contract 
to  supply  any  electricity     *     *     ♦     to  any  adjoining 
municipality  or  the  inhabitants  thereof     *     *     *     un- 
less such  municipality,  as  to  its  acts,  supplying  electricity 
*     *     ♦     beyond   its  corporate   limits  complies   with 
all  laws,  regulations,  or  orders  applicable  to  private  cor- 
porations owning  and  operating  any  electric     *     *     * 
or  distributing  or  supplying  electricity     *     *     *     and 
unless  such  municipality  pays  taxes,  including  franchise 
licenses  or  taxes  the  same  as  would  be  paid  if  such 
plant  or  equipment  were  owned  by  a  private  corpora- 
tion, and  unless  the  Board  of  Public  Utility  Commis- 
sioners shall,  after  notice  and  hearing,-  determine  and 
certify  that  such  adjoining  municipality  or  such  county 
is  not  adequately  and  properly  served  by  an  existing 
company." 
Because  of  these  provisions  it  would  seem  to  the  Board  that 
the  municipality  entering  into  the  contract  should  be  a  party  to 
the  proceeding.    No  proof  has  been  presented  to  the  Board  as  to 
what  legal  formalities  have  been  observed  in  the  making  of  the 
contract. 

The  Board  accordingly  will  require  either  that  the  municipality 
join  with  the  company  in  making  the  application,  or  that  there 
be  filed  with  the  Board  a  copy  of  the  resolution  certified  to  by 
the  clerk  of  the  borough,  authorizing  the  making  of  the  contract 
with  the  applicant  company  or  ratifying  the  same  before  it  will 
approve  same. 

From  all  of  the  evidence  the  Board  determines  and  certifies 
that  the  adjoining  municipalities  of  Riverdale  in  the  County  of 
Morris  and  Wanaque  in  the  County  of  Passaic,  are  not  ade- 
quately and  properly  served  by  an  existing  company,  and  will 
approve  of  said  contract  when  the  Borough  of  Pompton  Lakes 
shall  join  as  a  co-applicant  with  the  company,  or  shall  present 
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and  file  with  this  Board  a  resolution  authorizing  or  ratifying  the 
contract  sought  to  be  approved. 
Dated  June  30,  1920. 


I  No.  808. 

AtIvAntic  City  and  Shore  Raii^road  Company  Appucation 
FOR  Increased  Rates  on  the  Atlantic  City  and  Long- 
j        port  Division. 

1.  The  receiver  of  the  Atlantic  City  and  Shore  Railroad  Company,  operat- 
ing an  electric  railway  in  Atlantic  City,  Margate  City  and  Longport  and  be- 
tween submitted  schedules  involving  a  charge  of  seven  cents  where  six  cents 
had  been  charged ;  a  charge  of  three  cents  for  each  transfer  issued  for  travel 
on  the  Central  Passenger  Railway,  and  a  charge,  for  lOO-trip  books  for  travel 
between  Longport  and  Atlantic  City,  of  $7.50  instead  of  $6.50. 

2.  The  charges  are  approved,  except  the  charge  for  the  transfer,  which  »s 
disapproved. 

George  A.  Bourgeois  and  H.  R.  Cotdomb,  for  the  Petitioner. 

/.  S.  Wescott,  for  Ventnor  City. 

On  May  12,  1920,  the  receiver  of  the  Atlantic  City  and  Shore 
Railroad  Ownpany  filed  with  the  Board  a  schedule  of  increased 
fares  and  gave  notice  that  he  would  put  same  into  effect  on  June 
II,  1920. 

The  Atlantic  City  and  Shore  Railroad  Company  was  organized 
October  2,  1905,  under  the  "General  Railroad  Law  of  New 
Jersey,  entitled  'An  Act  Concerning  Railroads  (Revision  of  1903, 
approved  April  14,  1903)/" 

The  proposed  increases  affected  the  fare  between  Atlantic  Cit)' 
and  Longport  as  follows : 
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New         Present 
Rate.  Rate. 

Local  fare  between  any  points  between  the  Inlet  Loop, 
Atlantic  City,  and  Savannah  Avenue  Loop,  Margate 
City,  N.  J., 7c.  6c. 

The  free  transfer  to  and  from  the  lines  of  the  Central 
Passenger  Railroad  Company  will  be  abolished.  Ex- 
change tickets  will  be  sold  for  transportation  over  the 
Central  Passenger  Railway  Company's  line  for  an  addi- 
tional charge  of, 3c. 

Local    fare    between    any    points    between    the    Savannah 
Avenue   Loop,   Margate  City,   and   the  terminal   loop, 
Longport,  N.  J., 7c.  6c. 

100  trip  family  book  between  Longport,  N.  J.  and  Atlantic 

City,   N.  J.,    $7.50  $6.50 

The  receiver  submitted  as  a  reason  for  the  increases  that  the 
total  estimated  increase  in  expenses  of  1920  over  1919  will 
aggregate  $103,893,  whereas  the  estimated  increase  of  revenue 
for  the  year  at  the  new  schedule  of  rates  (based  on  carrying  the 
same  number  of  passengers  as  were  carried  in   1919)   would 

be  $94,455- 

At  the  last  hearing,  counsel  for  the  receiver  agreed  that  the 
proposed  rates  would  not  go  into  effect  until  the  Board  had 
arrived  at  a  conclusion  in  the  case. 

Based  on  Exhibits  P-6  and  P-7,  the  new  schedule  of  rates 
would  produce  in  twelve  months  $673,209  and  the  operating 
expenses,  taxes  and  appropriation  for  depreciation  reserve  would 
amount  to  approximately  $520,136,  leaving  a  net  revenue  of 
approximately  $153,000  from  the  operation  of  this  division  of 
the  road  alone.  Taken  in  connection  with  the  operating  results 
expected  from  the  other  divisions  of  the  road,  this  does  not 
appear  to  be  an  unreasonable  net  revenue  under  the  existing  con- 
dition of  uncertainty  with  respect  to  the  future  cost  of  labor  and 
material  involved  in  the  operation  of  this  road. 

The  company  proposes  a  charge  of  three  cents  for  a  transfer, 
used  by  passengers  transferring  from  its  line  to  the  line  of  the 
Central  Passenger  Railway  Company.  The  company  proposes 
to  pay  the  revenue  received  by  it  from  the  sale  and  issuance  of 
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transfers  by  it  to  the  Central  Passenger  Railway  Company  so 
that  it  will  not  receive  any  of  the  revenue  arising  therefrom. 
The  Board  declines  to  approve  this  proposal  for  reasons  that  are 
obvious.  No  evidence  has  been  or  could  be  produced  which 
would  justify  the  imposition  of  such  a  charge  to  the  passengers 
of  the  applicant  company  for  such  a  short  ride. 
The  Board  therefore  finds  and  determines : 

1.  That  the  schedule  of  fares  as  filed  is  unjust  and  unreason- 
able and  the  same  is  hereby  disapproved. 

2.  The  receiver  may  file,  effective  as  of  July  ist,  the  following 
schedule  of  fares : 

Schedule  of  Fares,  Effective  July  i,  1920. 
(i)  Local  cash  fare  from  any  point  between  the  Inlet  Loop,  Atlantic 

City,  and  Savannah  Avenue,  Margate  City,  N.  J., 7c. 

(2)  Free  transfer  to  and  from  lines  of  the  Central  Passenger  Railway 

Company  will  be  continued. 

(3)  Local  cash   free  from  any  point  between  the  Savannah  Avenue 

Loop,  Margate  City,  and  the  Terminal  Loop,  Longport,  N.  J., . . .       7c. 

(4)  100  trip  family  book  between  Longport,  N,  J.,  and  Atlantic  City, 

N.  J., $7.50 

Dated  June  30,  1920. 


No.  809. 

In  the  Matter  of  the  Application  of  the  Central  Pas^ 
SENGER  Railway  Company  for  Increased  Rates. 

1.  A  proposed  schedule  of  rates  submitted  by  an  electric  railway  providing 
for  an  increase  in  flat  fare  from  five  cents  to  seven  cents  and  a  charge  of 
three  cents  for  each  transfer  for  travel  on  a  connecting  road  is  disapproved. 

2.  Approval  is  given  to  the  increase  to  seven  cents  with  free  transfers. 

On  May  12,  1920,  the  Central  Passenger  Railway  Company 
filed  with  the  Board  a  schedule  of  increased  fares  and  gave 
notice  that  these  rates  would  be  in  effect  on  its  lines  on 
June  II,  1920. 
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The  Central  Passenger  Railway  Company  was  organized  April 
21,  1903,  under  "An  act  to  provide  for  the  incorporation  of 
street  railway  companies  and  to  regulate  the  same.  Approved 
April  6,  1886,  and  the  acts  and  supplements  thereto." 

The  present  tariff  and  proposed  tariff  are  shown  in  the  fol- 
lowing table: 

New         Present 
Rate  Rate 

Cash    fare,    $0.07  $0.05 

The  free  transfer  to  and  from  the  Atlantic  Avenue  line  of 
the  Atlantic  City  and  Shore  R.  R.  Co.  will  be  abolished. 
Exchange  tickets  will  be  sold  for  transportation  over  the 
Atlantic  Avenue  line  of  the  Atlantic  City  and  shore 
R.  R.  Co.,  for  an  additional  charge  of, 03 

The  results  of  operation  of  this  company  as  shown  by  its 
annual  report  for  the  year  1919  indicate  a  gross  corporate  income 
of  $1,952.64.  Its  interest  on  funded  debt  accrued  was  $2,000 
and  interest  on  unfunded  debt  accrued  was  $4,275,  making  a  net 
corporate  loss  for  the  year  of  $4,322.36.  The  estimates  of 
operation  for  one  year,  based  on  191 9  travel  with  present  cost 
of  operation,  indicate  that  there  will  be  an  increase  in  operating 
expenses  of  $9,896  and  a  proposed  increase  in  revenue  from  the 
new  rate  (P-4)  would  be  $10,5^3.  These  exhibits  were  duly 
submitted}  in  evidence  and  clearly  indicate  that  the  company  needs 
additional  revenue. 

In  the  above  schedule  of  fares,  however,  is  included  a  charge 
of  three  cents  for  transfers  to  the  Atlantic  Avenue  line  of  the 
Atlantic  City  and  Shore  Railroad,  which  heretofore  have  been 
issued  free  under  the  tariffs  on  file  with  this  Board.  Exhibit 
P-4  indicates,  however,  that  the  number  of  passenger  transfers 
will  be  very  materially  decreased  and  the  amount  of  revenue  to 
be  produced  by  the  charge  of  three  cents  for  a  transfer  is  not 
sufficient  to  compensate  for  the  inconvenience  and  the  decrease 
in  the  number  of  riders  availing  themselves  of  the  facilities 
offered.  For  that  reason  the  Board  does  not  approve  of  the 
charge  of  three  cents  for  a  transfer,  but  will  require  that  trans- 
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fers  under  the  new  tariff  be  issued  without  additional  charge  as 
was  formerly  the  case. 

The  Board  therefore  finds  and  determines: 

1.  That  the  tariff  as  filed  is  unjust  and  unreasonable  and  the 
same  is  hereby  disapproved. 

2.  The  petitioner  may  file,  effective  as  of  July  i,  the  following- 
schedule  of  fares : 

Cash  fare,  7  cents. 

A  free  transfer  to  be  issued  to  and  from  the  Atlantic  Avenue 
line^  of  the  Atlantic  City  and  Shore  Railroad  Company  upon  the 
payment  of  a  regular  7-cent  fare. 

Dated  June  30,  1920. 


No.  810. 

Application  of  Certain  Railroads  to  Limit  Time  on  On«>- 

Way  Tickets. 

A  committee  of  railroad  representatives,  consisting  of  W.  C. 
Hope,  of  the  Central  Railroad  of  New  Jersey;  D.  N.  Bell,  of 
the  Pennsylvania  System,  and  R.  H.  Wallace,  of  the  Erie  Rail- 
road, appeared  before  the  Board  at  Newark  on  June  tenth  last, 
and  asked  the  Board  to  take  under  advisement  the  reasonable- 
ness of  a  rule  which  the  various  railroad  companies  desired  to 
put  into  effect  limiting  the  use  of  one-way  tickets  to  the  day 
of  issue. 

It  was  represented  by  the  committee  that  such  a  rule  was 
generally  in  effect  throughout  the  United  States  and  had  been 
adopted  by  the  railroads  in  New  Jersey  while  under  Govern- 
ment control. 

It  is  claimed  that  such  a  limitation  on  the  one-way  tickets 
would,  in  a  large  measure,  do  away  with  the  chief  incentive  of 
the  passenger  to  "beat"  the  conductor  and  would  also  destroy 
a  market  for  the  sale  of  such  tickets  by  persons  who  improperly 
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and  sometimes  illegally  come  into  possession  of  them. 

After  deliberate  consideration  and  independent  of  the  ques- 
tion whether  the  PnWic  Utility  Act  of  191 1  is  broad  enough,  in 
its  terms,  to  permit  the  Board,  in  its  discretion,  to  restrict  and 
limit  the  use  of  such  tickets,  notwithstanding  the  provisions  of 
the  general  railroad  act  (Chap.  257,  P.  L.  1903),  we  are  of  the 
opinion  the  statutory  requirement  should  prevail,  viz.:  that 
"tickets  for  passengers,  except  excursion  tickets  or  tickets  sold 
at  reduced  rates,  shall  be  good  until  used.''  Such  imlimited  use 
of  a  ticket  for  which  the  full  rate  of  fare  is  paid  is  in  the  interest 
of  the  public;  works  no  imdue  hardship  on  the  railroad  com- 
panies and  is  reasonable. 

The  request  of  the  committee  must  therefore  be  denied. 

Dated  July  i,  1920. 


No.  811. 

In  the  Matter  of  the  Appucation   of  the  Lakewood 
Water  Company  for  Further  Increase  in  Rates. 

1.  In  determining  the  rates  of  a  water  company  the  sum  of  $341,847  is 
tadcen  as  a  rate  base. 

2.  To  realize  seven  per  cent,  on  the  rate  base  will  require  an  increase  in 
revenue  of  some  twenty  per  cent,  on  the  basis  of  revenue  produced  in  1919 
by  the  rates  in  effect. 

3.  Permission  is  given  the  company  to  file  a  new  schedule  of  rates  provid- 
ing for  a  surcharge  of  twenty  per  cent,  upon  existing  rates. 

S,  W.  Borden,  for  the  Petitioner. 

Harry  N,  Newman,  for  the  Township  of  Lakewood. 

The  petition  in  this  matter  states  that  under  date  of  November 
15,  191 7,  the  petitioner  filed  with  this  Board  a  new  schedule  of 
rates  for  water  and  sewer  service;  that  hearings  were  held  on 
this  application  on  various  dates,  at  which  hearings  the 
municipality  was  fully  represented  and  a  rate  base  having  been 
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mutually  agreed  to  by  all  parties  concerned,  a  schedule  was 
established  and  made  effective  as  of  January  i,  191 8. 

The  petitioner  further  alleges  that  two  years*  operation  under 
these  schedules  has  demonstrated  that  the  fates  are  not  adequate 
to  permit  a  reasonable  return  on  the  property,  used  and  useful, 
due  primarily  to  increase  in  the  cost  of  operation  and  of 
material  and  supplies  and  partly  to  the  fact  that  the  allowances 
made  for  operating  expenses  in  the  191 7  case  were  not  sufficient. 
The  petitioner,  in  consequence,  offers  a  new  schedule  of  rates 
increasing  the  rates  now  in  effect  approximately  twenty  per 
cent.  The  rates  in  force  with  respect  to  metered  customers, 
both  for  water  and  sewer,  together  with  the  proposed  schedule, 
follows,  as  well  as  the  present  and  proposed  schedule  of  fire 
service. 

'*B^Meter  Rate: 

Applicable  to  all  premises — domestic  or  otherwise — where  the  entire 
water  supply  is  furnished  by  the  company  and  measured  by  meter. 

This  rate  consists  of  two  parts — ist:  A  Fixed  Service  Charge 
which  is  designed  to  be  proportional  to  the  company's  investment 
and  overhead  charges,  and,  2nd :  A  Consumption  or  Removal  Charge 
which  is  designed  to  be  proportional  to  the  actual  operating  cost  of 
securing  and  pumping  the  water  or  of  removing  and  disposing  of 
the  sewage. 

The  Fixed  Service  Charge  is  determined  by  the  size  of  the  water 
meter  and  the  sewer  connection  required  since  the  size  of  these 
appliances  gives  the  best  measure  of  the  amount  of  service  required 
by  each  customer. 

(i)  Fixed  Service  Charges. 

WATER. 

Present  Proposed 

Size  of  Water  Meter.                                        Per  Quarter.  Pet  Quarter. 

5^  or  5/8  inch,    $1.00  $1.20 

^  inch,   1.75  2.10 

1  inch,   3.50  4.20 

i-^  inch,    9.00  12.00 

2  inch,   12.00  14.40 

3  inch,  29.00  35.00 

4  inch,   42.00  50.00 

6  inch,   7900  95.00 
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SEWER. 

Sise  of  Sewer                                                      Present  Proposed 

Connection,                                                      Per  Quarter.  Per  Quarter, 

4  inches,   $0.50  $0.60 

6  inches,   i.oo  1.20 

Fixed  Service  Charges  are  payable  quarterly  on  the  first  days  of 
April,  July,  October  and  January,  and  will  not  be  pro  rated  for  part 
of  a  quarter  and  may,  at  the  corapan/s  option,  be  made  payable 
monthly. 
<a)  Consumption  or  Removal  Charges. 

In  addition  to  the  Fixed  Service  Charge  set  forth  above,  addi- 
tional charge  will  be  made  depending  upon  the  amount  of  water 
used  as  follows : 

Present  Proposed 

Per  ifioo  Cu.  Ft,  Per  1,000  Cu.  Ft. 

Water.  Sewer.  Both.  Water.  Sewer.  Total, 

For  the  first  40,600  cu.  ft.  in 

the  calendar  year,   $1.40     $I.0G     $2.40  $1.76     $1.20     $2.90 

For  the  next  360,000  cu.  ft.  in 

the  calendar  year,   i.io         .75       1.85  1.30        .90       2.20 

For  the  next  600,000  cu.  ft  in 

the  calendar  year, 75         .50       1.25  .75         .50       1.25 

For  excess  over   1,000,000  cu. 
ft.  in  the  calendar  year, 50        .35         .85  .50         .35         .85 

Above  charges  are  payable  on  the  first  days  of  April,  July,  October  and 
January  of  each  year  and  may,  at  the  company's  option,  be  made  payable 
monthly. 

FIRE  SERVICE. 

Inch  foot  charge — 6  mills  per  inch  foot  per  annum. 

(Increased  to  7  mills.) 

Hydrants — $6.00  per  annimi  each.    (Increased  to  $7.00.) 

(For  all  mains  laid  and  all  hydrants  installed  after  January  ist,  1920,  inch 
foot  charge  to  be  10  mills  per  inch  foot  per  annum  and  each  hydrant  $iaoo 
per  annum. 

A  copy  of  the  petition  was  forwarded  to  the  Township  Com- 
mittee of  the  Township  of  Lakewood  and  a  notice  of  the  pen- 
dency of  the  application,  together  with  the  date  set  for  the  hear- 
ing, was  published  in  a  newspaper  circulating  in  the  area  served. 

In  the  191 7  rate  case,  a  valuation  made  jointly  by  the 
engineers  of  the  Board  and  of  the  utility  brought  down  to  Sep- 
tember 30,  191 7,  was  submitted  as  a  basis  for  the  computation 
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of  rates.  The  counsel  representing  the  municipality  employed 
an  expert  engineering  assistant.  The  latter  reviewed  the  valu- 
ation submitted  in  detail  and  took  exception  to  certain  items  of 
land  and  sewer  pipes  which,  in  his  opinion,  should  not  be 
included  in  the  rate  base  for  the  reason  that  he  did  not  consider 
this  part  of  the  property  of  the  company  as  used  and  useful  in 
furnishing  service  to  the  public.  There  was  also  excluded  cer- 
tain plant  and  equijMnent  which  was  contemplated  to  be 
installed,  but  was  not  then  in  being.  The  rate  base,  as  agreed 
upon,  at  the  conclusion  of  that  case,  aggregated  $334,823.69, 
apportioned  approximately  $115,903  to  the  sewer  department, 
and  $218,921  to  the  water  department.  This  valuation  included 
working  capital,  in  the  amount  of  $10,000,  and  another  item  of 
$5,150.95  for  consumers'  meters  to  be  purchased.  Examination 
indicates  that  this  item  has  not  been  duplicated,  as  suspected  by 
counsel  for  the  municipality.  The  rate  of  return  assumed  in 
this  proceeding  was  seven  per  cent,  on  the  base  of  $334,824. 

In  permitting  the  rates  to  go  into  effect  in  191 7,  the  minutes 
of  this  Board  show  that  the  then  President  Donges  made  the 
following  announcement  with  respect  to  the  rates  permitted  to 
go  into  effect  January  i,  191 8: 

Upon  the  stipulation  that  the  schedule  as  now  pro- 
posed, the  amended  schedule,  shall  go  into  effect,  with 
the  further  stipulation  that  if  it  returns  in  excess  of 
seven  per  cent,  during  the  year  1918,  that  the  schedule 
shall  be  readjusted  and  that  if  it  appears  that  the 
schedule  in  any  respect  works  inequitably  it  will  be 
revised,  then  we  will  permit  the  schedule  to  go  into 
effect  to  be  effective  January  i,  191 8. 
The  foregoing  paragraph  indicates  that  owing  to  the  fact 
that  the  new  rates  were  on  an  entirely  different  bases  from  those 
theretofore  in  effect  all  the  parties  to  the  proceedings  were  doubt- 
ful as  to  the  exact  effect  of  the  new  schedule  of  rates  upon  the 
revenue  of  the  company.     These  rates  have  now  been  in  effect 
for  upwards  of  two  years. 
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Since  Sq>teinber  30,  191 7,  the  date  of  the  valuation  herein- 
above referred  to,  there  has  been  added  to  the  fixed  capital 
account  up  to  and  including  December  31,  1919,  the  amount  of 
$9,632.42,  making  the  total  value  of  the  fixed  capital  as  of  that 
date  $326,846.91,  allocated  $110,612.22  to  the  sewer  department 
and  $216,234.69  to  the  water  department.  The  company  has 
grown  in  size  and  the  cost  of  materials  and  supplies  has 
increased  so  that  it  is  not  unreasonable  at  this  time  to  allow  the 
company  $15,000  for  working  capital  for  both  departments; 
apportioning  this  amount  $5,000  to  the  sewer  department  and 
$10,000  to  the  water  department,  would  make  a  total  of  $1 15,612 
for  the  sewer  department  and  $226,235  for  the  water  depart- 
ment. The  ratio  of  property  in  the  two  departments  is  sub- 
stantially the  same  as  it  was  in  191 7. 

In  order  to  set  forth  the  operating  details  for  two  years  prior 
to  the  institution  of  the  new  rates  and  for  the  two  complete  years 
in  which  they  have  been  in  effect,  with  a  rough  forecast  of 
certain  items  for  the  year  1920,  Table  I  follows: 

TABLE  I. 
Lakewood  Water  Company. 

OPERATING  RESULTS  FOR  LAST  FOUR  YEARS,   WITH    I92O  PARTLY  ESTIMATED. 

/p/6.         79/7.         191 8.         19 19.         1920, 

Operating  revenue,   $3M78     $33,842     $44,739     $5i,i75 

Operating  expenses  (I ),  ...    11,351        17,743       20,523       25,733 

Net    operating    revenue    be- 
fore taxes,   $19,827     $16,099     $24,216     $25442     $25,442  (2) 

Taxes 2478         2,886        8,405         9,328       12,148(3) 

Net  revenue  after  taxes,  ...  $17,349     $13,213     $15,811     $16,114     $13,294 

Capital  base,   $334,823       $341,847 

(i)  Including  uncollectible  bills. 

(2)  Taken  same  as  1919  for  comparison. 

(3)  From  Ex.  P-ii,  showing  actual  bills  for  all  but  $718. 

14 
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Table  I  indicates  that  the  net  revenue  of  the  company  in  1916 
was  $17,349  after  the  payment  of  taxes  in  the  amount  of  $2,478. 
This  net  revenue  was  decreased  (by  reason  of  conditions  pro- 
duced by  the  war)  in  1917  to  $13,213  after  the  payment  of  taxes 
in  the  amount  of  $2,886.    In  1918,  after  the  institution  of  the 
new  schedule  of  rates,  the  net  revenue  produced  by  these  rates 
was  but  $15,811  after  the  payment  of  taxes  in  the  amount  of 
$8,405.    The  net  revenue  produced  by  the  new  rates,  then,  ap- 
proximated but  two-thirds  of  the  net  revenue  proposed  to  be 
produced,  that  is  to  say,  seven  per  cent,  on  $334,823  or  approxi- 
mately $23,438.    In  1919  the  net  revenue  was  $16,114  after  the 
payment  of  taxes  in  the  amount  of  $9,328.    Exhibit  P-ii  shows 
that  the  taxes  for  1920  will  be  $12,148,  based  on  bills  now  re- 
ceived and  including  therein  $718  as  an  estimate  of  the  United 
States  Internal  Revenue  and  Capital  Stock  tax.     Assuming  for 
the  moment  that  the  net  revenue  before  taxes  will  be  the  same  in 
1920  as  in  1919,  that  is  to  say,  $25,442,  this  would  indicate  that 
the  net  revenue  after  the  payment  of  taxes  would  shrink  to 
$13,294,  which  is  some  $10,000  short  of  the  amount  necessary 
to  produce  seven  per  cent,  on  the  $341,847  net  capital  used  and 
useful  as  of  December  31,  19 19. 

Under  ordinary  conditions,  the  operating  revenue  for  1920 
at  the  same  schedule  of  rates  might  be  expected  to  increase  some- 
what, thereby  increasing  the  net  revenue  possibly  $1,000  or 
$1,500.  On  the  other  hand,  certain  items  of  production  expenses, 
such  as  coal,  labor  and  other  materials,  are  apt  to  be  higher  for 
1920  than  1919  and  the  charging  of  higher  rates  tends,  further- 
more, to  decrease  the  amount  of  service  taken  by  the  customers 
of  the  utility.  Balancing  these  items,  it  is  apparent  that  the  com- 
pany, in  order  to  realize  seven  per  cent,  on  the  capital  now  used 
and  useful,  will  need  an  increase  in  revenue  of  some  $10,000  to 
$11,000,  or  approximately  twenty  per  cent,  on  the  basis  of  the 
revenue  produced  by  the  present  schedule  of  rates  in  19 19. 

In  its  application  the  company  does  not  adopt  a  uniform  figure 
of  twenty  per  cent,  on  all  parts  of  its  schedule;  in  view  of  the 
fact,  however,  that  the  largest  element  of  increase  in  the  costs 
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incurred  by  the  company  is  due  to  the  large  increase  in  taxes, 
which  affects  the  capital  base  for  all  classes  of  service  equally, 
there  seems  to  be  no  reason  for  making  any  differentiation  be- 
tween classes  of  service.  In  a  similar  application  made  by  the 
Hackensack  Water  Company,  whose  form  of  schedule  of  rates 
was  adopted  in  developing  the  rates  of  the  applicant  utility  in 
1917,  the  Board  determined  that  a  horizontal  increase  of  17.5 
per  cent,  should  be  applied  to  all  bills  issued  by  the  company 
under  the  original  rate  schedule.  It  would  appear  to  be  reason- 
able to  follow  the  same  method  in  this  case.  The  bill  should  be 
computed  at  the  existing  schedule  and  then  twenty  per  cent,  added 
thereto  as  a  surcharge.  The  revenue  produced  by  the  proposed 
schedule  and  by  the  schedule  allowed  are  so  nearly  equal  as  to 
not  affect  the  result. 

The  Courts  of  New  Jersey  have  held  that  one  test  of  the 
reasonableness  of  rates  is  by  comparison  with  companies  operat- 
ing under  similar  conditions.  Of  course,  objection  may  be  offered 
that  no  two  companies  operate  under  the  same  conditions. 
Strictly  speaking,  this  is  true,  but  for  such  value  as  it  may  have, 
Table  II  is  given  which  compares  the  rates  of  this  company  with 
others  from  the  largest  down  to  those  approximating  in  size  that 
of  the  applicant  company,  some  using  only  steam  power  for 
pumping,  others  using  both  steam  and  water  power. 
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It  is  to  be  noted  in  Table  II  that  the  Atlantic  County  Water 
Company,  the  Mount  Holly  Water  Company  and  the  Lakewood 
Water  Company  each  use  hydraulic  power  for  pumping  part  of 
the  water  used.  The  Lakewood  Water  Company  pimips  approxi- 
mately twenty-five  per  cent,  of  its  water  by  hydraulic  power,  the 
Atlantic  County  Water  Company  and  the  Mount  Holly  Water 
Company  each  pump  a  considerably  larger  percentage  of  water 
by  hydraulic  power.  To  that  extent  their  operating  expenses 
are  smaller  than  if  a  larger  percentage  were  pumped  by  steam. 
In  Appendix  A  is  given  the  derivation  of  the  rate  base  of 
$341,847  hereinbefore  assumed. 

The  Board  therefore  finds  and  determines : 

(i)  That  the  petition  in  this  matter  in  the  form  presented 
should  be  and  is  hereby  dismissed. 

(2)  That  the  company  may  file  a  new  rate  schedule  effective  as 
of  August  I,  1920,  as  follows: 

(a)  Each  bill  for  service  on  and  after  August  i,  1920,  shall 
be  computed  at  the  existing  schedule  of  rates  which  became 
effective  January  i,  19 18,  and  to  the  bill  so  computed  there  shall 
be  added  a  surcharge  of  twenty  per  cent. 

(b)  Whenever  a  consumer  desires  to  use  water  for  a  specific 
purpose,  which  purpose  does  not  involve  the  use  of  the  sewer, 
no  sewage  charge  shall  be  applied  against  said  water  under  the 
following  conditions. 

The  nature  of  the  service  and  the  conditions  surrounding  the 
same  must  be  such  that  there  is  no  possibility  of  the  water  being 
returned  to  the  sanitary  sewer.  The  customer  shall  provide  and 
maintain,  at  his  own  expense,  a  water  meter  to  measure  the 
amount  of  water  used.  If  the  amount  of  water  registered  in  any 
one  quarter  by  said  meter  shall  be  less  than  fifty  per  cent,  of  the 
amount  registered  by  the  company's  meter  for  the  entire  service 
then  no  deduction  shall  be  made  for  the  unsewered  water,  unless 
said  registration  exceeds  3,000  cubic  feet  in  the  quarter. 

When  part  or  all  of  the  water  supply  is  furnished  by  the  cus- 
tomer and  not  by  the  company,  the  customer  shall  furnish  and 
maintain,  subject  to  the  company's  approval,  a  water  meter  to 
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measure  the  amount  of  such  water  for  the  purpose  of  determining 
the  proper  sewer  charge. 

(3)  Acceptance  by  the  company  of  the  increases  herein 
allowed  will  be  taken  as  a  stipulation  that  abrogation  or  modifica- 
tion of  the  emergency  surcharge  may  be  made  as  and  if  condi- 
tions as  indicated  by  operating  results  both  as  to  revenue  and 
the  character  of  service  rendered  warrant. 

(4)  Beginning  at  the  effective  date  of  said  schedule  of  rates, 
the  company  is  to  render  reports  quarterly  to  the  Board  showing 
the  Operating  Revenues,  Operating  Deductions  excluding  Gen- 
eral Amortization,  Non-Operating  Income,  Income  Deductions 
and  balance  available  for  General  Amortization,  Dividends  and 
Surplus  and  amount  appropriated  for  General  Amortization  for 
each  succeeding  quarter  with  comparison  with  the  figures  for 
the  corresponding  quarter  of  the  preceding  year.  And  the  Board 
will  retain  jurisdiction  of  the  emergency  surcharges  as  herein 
approved,  for  the  purpose  of  modifying  or  abrogating  the  same 
as  and  if  the  conditions  change. 

Dated  July  8,  1920. 
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APPENDIX   A. 
Lakewood  Watfr  Company. 

AliOCATION  OF  CAPITAI,  TO  WATER  AND  SEWER  DEPARTMENTS. 

Ref.  Sewer.  Water.  Combined. 

Agreed    Fixed    Capital 
Sh.  A.        in  1917  Rate  Case,..  $112402.57  $2<J7,270.I7         $319,672.74 

Ex.  P-4  Net  Additions  from 
Sh.i.         9/3/171012/31/19,..       1421.65  15,384-94  16,806.59 

Total    Fixed    Capital 
12/31/19  depreciated 

to  9/30/17 $113,824.22  $222,655.11  $336479.33 

Ex.  P-5  Increase  in  Deprecia- 
has  1 917  tion  Reserve  9/30/17 
amount       to    12/31/19,     3,2ii2.oo  642042  9,63242(1) 

Net     Fixed     Capital 

12/3 1/19,    $1 10,612.22  $216,234.69         $326,8^6.91 

Working  Capital,    .       5,ooaoo  10,000.00  15,000.00 

Rate   base    12/31/ 19,  $115,612.00  $226,235.00  $341,847.00 

7  per  cent,  thereon,.      $8,093.00  $15,836.00  $23,949.00 

(i)  Roughly   apportioned   on   basis   of   respective   Fixed   Capital   Yz-^A. 

(2)  Not  in  rate  case  testimony. 

(3)  Taken  at  50%  more  than  in  191 7  owing  to  increased  cost  of  materials. 


No.  812. 

In  re  Service — Pleasantvii^le  Gas  Company. 

upon  its  appearing  that  a  gas  company  was  refusing  to  accept  applications 
from  new  customers  for  service  hearing  was  called.  Held — 

1.  It  is  the  duty  of  gas  companies  to  furnish  safe,  adequate  and  proper 
service.  Such  service  is  not  afforded  when  a  gas  company  which  has  been 
granted  the  right  to  lay  mains  in  public  highways  and  has  exercised  the 
privileges  of  this  grant  refuses  to  connect  the  premises  of  those  who  reside 
along  the  mains. 

2.  When  a  company  does  this  it  must  go  further  than  make  a  general 
statement  that  it   is   not   in   a   position   to    "take   on   any    more   new    busi- 
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ness."  It  is  its  duty  to  avail  itself  of  the  hearing  which  the  statute  provider 
shall  be  held  before  orders  of  the  Board  are  made  and  to  present  facts  and 
figures  to  show  that  its  management  is  competent;  its  financial  plight,  if 
such  exists  is  not  its  fault  and  that  conditions  are  such  it  is  impracticable  for 
it  to  afford  service  which  the  law  contemplates  shall  be  provided. 

3.  The  company  has  done  none  of  these  things.  It  will  be  ordered  to  make 
connections  and  supply  service  to  those  residing  on  public  highways  where 
its  existing  mains  are  laid.* 

A  letter  dated  June  10  was  received  by  the  Board  from  Frank 
J.  Pedrick  which  recited  that  the  said  Pedrick  had  made  applica- 
tion to  the  Pleasantville  Gas  Company  **for  a  gas  connection  to 
my  new  home  I  am  now  building  at  Linwood,  N.  J.  This  com- 
pany has  its  main  running  in  the  street  in  front  of  my  property 
and  my  home  sets  back  from  the  street  about  30  feet,  and  they 
have  refused  to  make  the  connection,  claiming  that  they  cannot 
take  on  any  more  new  business.'*  This  was  received  as  a  com- 
plaint and  a  copy  forwarded  to  the  President  of  the  Pleasantville 
Gas  Company.  The  company  made  no  denial  of  the  complain- 
ant's statement  of  facts,  but  rested  upon  the  statement  that  *'The 
Pleasantville  Gas  Company  is  not  in  a  position  from  the  mechan- 
ical standpoint  or  a  financial  standpoint  to  take  on  new  business. 
If  the  Public  Utilities  Commissioners  can  assure  us  of  gas  oil  and 
coal  at  fair  prices,  we  will  know  what  answer  to  make  Mr. 
Pedrick.'*  The  Board's  Secretary,  at  the  Board's  direction,  wrote 
to  the  President  of  the  Pleasantville  Gas  Company,  stating  that 
the  Board  understood  from  his  letter  that — 

"♦  ♦  ♦  no  person  whose  premises  is  not  now  con- 
nected to  the  mains  of  the  Pleasantville  Gas  Company 
will  be  supplied  with  gas. 

"The  Board  is  not  satisfied  to  have  this  matter  rest 
upon  your  statement  that  'If  the  Public  Utilities  Com- 
missioners can  assure  us  of  gas  oil  and  coal  at  fair 
prices,  we  will  know  what  answer  to  make  Mr.  Pedrick.' 
It  is  not  the  duty  of  the  Board  of  Public  Utility  Com- 
missioners to  give  the  Pleasantville  Gas  Company 
assurance  as  to  any  price  it  will  pay  for  any  commodity 
it  uses.     It  is  the  duty  of  the  company  as  a  public 
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Utility,  subject  to  the  laws  of  the  State  of  New  Jersey, 
to  perform  the  obligation  which  these  laws  impose  and 
the  duty  of  the  Board  to  require  this  unless  it  clearly 
appears  that  such  performance  is  impossible." 
Notice  was  therefore  given  that  the  Board  would  on  Tuesday, 
June  29,  call  a  hearing  upon  the  question  whether  the  Pleasant- 
ville Gas  Company 

"furnishes  safe,  adequate  and  proper  service  and  keeps 
and  maintains  its  property  and  equipment  in  such  con- 
dition as  will  enable  it  to  do  so.     It  will  at  that  time 
and  place  give  consideration  to  the  question  whether 
the  conditions  are  such  as  to  require  an  order  to  the 
company  directing  it  to   supply  service  to  a  greater 
extent  than  it  now  appears  to  be  willing  to  afford." 
The  Board  received  from  the  president  of  the  company  in 
reply  to  this  a  letter  stating  that  the  matter  had  been  referred 
to  the  company's  counsel.     When  the  hearing  was  called  upon 
June  29  no  one  representing  the  company  appeared  before  the 
Board.    The  hearing  was  ordered  continued  until  July  6  and 
the  counsel  of  the  company  was  notified  to  that  affect.    In  reply 
the  counsel  of  the  company  stated  that  upon  the  day  to  which 
the  hearing  was  adjourned  he  would  be  obliged  to  appear  in  the 
Court  of  Chancery  and  that  it  would  be  impossible  for  him  to 
come  to  Trenton.    The  counsel  further  stated : 

"I  have  consulted  with  the  officers  of  the  gas  com- 
pany and  find  that  the  difficulty  is  that  at  the  present 
time  the  revenue  from  the  sale  and  distribution  of  gas 
is  insufficient  to  pay  the  actual  cost  of  manufacture 
and  the  company  has  no  funds  with  which  to  make 
extensions.  There  is  an  application  now  pending  for 
an  increase  in  rates,  and  I  have  no  doubt  that  if  the 
same  be  granted  and  the  income  of  the  company 
increased,  the  needed  extensions  will  be  installed,  so 
that  there  will  be  no  reason  for  any  complaint  in  the 
future.     If  I  appeared  in  Trenton   I   could  not  say 
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anything  more  than  is  contained  in  this  letter,  and  I 
am  assured  by  the  officers  that  when  the  revenue  is 
increased  the  needed  extensions  will  be  installed." 
Upon   calling  the   matter    for  hearing   on   July   6  no    one 
responded  and  the  case  was  closed. 

The  Pleasantville  Gas  Company  is  a  company  of  compara- 
tively recent  formation.  The  Board  received  on  March  30  of 
this  year  a  petition  from  Frank  Smathers,  Receiver  of  the 
Atlantic  City  Suburban  Gas  and  Fuel  Company,  which  recited 
that  on  July  28,  191 9,  the  said  Receiver  under  an  order  made 
by  the  United  States  District  Court  for  the  District  of  New 
Jersey,  dated  June  16,  1919 — 

"Sold  at  public  sale  the  property,  assets  and  fran- 
chises of  the  Atlantic  City  Suburban  Gas  and  Fuel 
Company  to   Richard  McAllister  and  his  associates, 
which  sale  was  subsequently  confirmed  *  *  ♦  ." 
The  Board  was  asked  to  approve  the  sale  in  accordance  with 
the  statute.     Hearing  was  held  upon  this  application  on  April 
20,  1920.    At  the  hearing  the  counsel  for  the  petitioner  stated 
"The  property  of  the  gas  company  was  sold  by  the  receiver  and 
approved  by  a  committee  representing  the  Board  of  Directors, 
and  pursuant  to  the  statute,  that  committee  organized  into  the 
Pleasantville  Gas  Company  and  took  over   the  property  and 
will  operate." 

The  sale  by  the  Receiver  was  approved  by  the  Board  on 
April  22,  1920.  It  is  to  be  assumed  that  the  Reasantville  Gas 
Company  procured  this  property  with  full  knowledge  of  the 
conditions  and  of  the  duties  and  obligations  it  assumed.  If  those 
who  formed  and  who  now  conduct  the  company  did  not  have 
such  knowledge,  this  cannot  relieve  them  from  the  performance 
of  their  duty,  and  the  sooner  they  realize  they  are  under  some 
obligation  to  the  people  of  the  community  in  which  they  operate 
the  better  it  will  be  for  them  and  for  those  who  look  to  them 
for  service. 

It  is  the  duty  of  gas  companies  to  furnish  "safe,  adequate  and 
proper  service."    Such  service  is  not  afforded  when  a  gas  corn- 
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pany  which  has  been  granted  the  right  to  lay  mains  in  public 
highways  and  has  exercised  the  privileges  of  this  grant  refuses 
to  connect  the  premises  of  those  who  reside  along  the  mains. 
The  Board  is  vested  with  authority  to  require  connections  to 
be  made. 

When  an  extension  of  a  main  into  outlying  territory  is  neces- 
sary to  afford  service  other  elements  must  be  considered  and  the 
Board's  authority  is  subject  to  certain  limitations.  It  is  true 
also  that  conditions  beyond  the  control  of  a  company  may  be 
such  that  for  a  temporary  'period  it  would  be  impracticable  for 
it  to  lay  the  service  pipes,  furnish  meters  and  connect  additional 
customers.  When  such  conditions  exist  it  is  the  duty  of  the 
company  to  explain  its  position  to  those  who  apply  for  service 
and  to  obtain  from  them  if  practicable  their  forebearance. 

If  the  company  does  not  succeed  in  this  and  complaint  is  made 
to  this  Board,  the  company  must  go  further  than  make  a  general 
statement  that  it  is  not  in  a  position  to  "take  on  any  more  new 
business."  It  is  its  duty  to  avail  itself  of  the  hearing  which  the 
statute  provides  shall  be  held  before  orders  of  this  Board  are 
made  and  to  present  facts  and  figures  to  show  that  its  manage- 
ment is  competent;  its  financial  plight,  if  such  exists,  is  not  its 
fault  and  that  conditions  are  such  it  is  impracticable  for  it  to 
afford  service  which  the  law  contemplates  shall  be  provided. 

The  Pleasantville  Gas  Company  has  done  none  of  these  things. 
The  general  statements  made  by  its  president  and  counsel  do 
not  afford  sufficient  reason  for  this  Board  to  relieve  it  from 
connecting  new  customers  to  its  existing  mains.  The  Board  is 
not  impressed  by  reference  to  an  application  made  by  the  com- 
pany to  this  Board  for  permission  to  increase  its  rates.  This 
application  was  not  filed  until  after  notice  was  given  to  the  com- 
pany of  the  hearing  to  be  held  upon  its  refusal  to  supply  service. 
A  date  has  been  assigned  for  hearing  this  application  and  the 
company  will  be  afforded  opportunity  to  submit  testimony  in 
support  of  the  same. 
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The  submission  of  the  application  has  no  bearing  upon  the 
case  now  under  consideration  which  is  decided  upon  the  record 
before  the  Board. 

From  this  record  it  appears  and  the  Board  finds  and  determines 
that  the  Pleasantville  Gas  Company  does  not  furnish  safe, 
adequate  and  proper  service ;  in  that  it  refuses  to  connect  to  its 
existing  mains  those  residing  on  public  highways  where  such 
mains  are  laid  and  who  make  application  for  service.  The  com- 
pany will  be  ordered  to  make  such  connections  and  to  supply 
service. 

Dated  July  8,  1920. 

ORDER. 

Notice  of  hearing  having  been  duly  given  to  the  Pleasant- 
ville Cas  Company  in  this  matter  and  such  hearing  having  been 
called  by  the  Board  and  the  Board  having  on  the  date  hereof 
made  and  filed  a  report  statng  its  findings  of  fact  and  conclu- 
sions thereon,  which  report  by  reference  thereto  herein,  is  made 
part  hereof,  the  Board 

Hereby  orders  and  directs  upon  application  being  made  to 
the  Pleasantville  Gas  Company  by  Frank  J.  Pedrick  for  connec- 
tion of  his  residence  at  Linwood,  New  Jersey,  to  the  main  of  the 
said  company,  the  said  Pleasantville  Gas  Company  shall  lay  a 
service  pipe  to  the  said  residence  and  upon  application  being 
made  to  the  said  company  it  shall  install  a  meter  and  supply  gas 
upon  the  terms  and  conditions  applicable  to  customers  now  being 
supplied  with  gas  by  the  said  company. 

This  order  shall  become  effective  August  i,  1920. 

Dated  July  8,  1920. 


No.  813. 

In  the  Matter  of  the  Appucation  of  the  Atlantic  Coast 
Electric  Light  Company  for  Increased  Rates. 

I.  On  August  20,  1918,  the  Board  approved  an  increase  in  power  rates 
for  the  Atlantic  Coast  Electric  Light  Company,  taking  $391420  as  the  value 
of  the  property. 
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2.  The  company  accepts  this  as  the  value,  December  31,  191 7,  and  adds 
the  cost  of  additions  in  1918  and  1919,  together  with  an  allowance  for  over- 
head charges  and  $25,000  for  working  capital. 

3.  The  Board  disallows  prevailing  high  prices  in  the  valuation  except  as 
they  have  been  actually  paid  for  additions  to  plant. 

4.  The  company  does  not  operate  a  generating  station,  but  purchases  elec- 
trical energy  from  the  Atlantic  Coast  Electric  Railway  Company,  which  con- 
trols the  lighting  company.  The  cost  of  this  service  is  carefully  analyzed 
and  it  is  found  that  the  rate  charged  is  near  the  actual  cost. 

5.  The  Board  finds  that  an  allowance  of  4.5  per  cent,  on  the  value  of  the 
property,  exclusive  of  land,  will  provide  an  adequate  amount  for  annual 
depreciation  leading  to  $19,000  annually,  instead  of  $32,569,  as  claimed. 

6.  The  increase  in  the  base  rate  and  a  service  connection  charge  of  $3.00 
are  allowed;  the  service  charge  to  be  credited  or  rebated  to  all  customers 
ivho  continue  as  such  after  a  period  of  six  months. 

Albin  Smith,  for  the  Petitioner. 

Ward  Kretner,  for  Borough  of  Neptune  City  and  Borough  of 
j^radley  Beach. 

Walter  Taylor,  for  City  of  Asbury  Park. 

The  Atlantic  Coast  Electric  Light  Company  filed  with  the 
Board  proposed  amendments  to  its  rate  schedules  as  follows: 

Present  Rates. 

First      100  Kilowatts  @ $0.10 

Next     100  Kilowatts  @ 09^ 

Next     100  Kilowatts  @ 09 

Next     100  Kilowatts  @. 08^ 

Next     200  Kilowatts  @ 08 

Next     400  Kilowatts  @ oyVi 

Next  1,000  Kilowatts  ® 07 

Over  2,000  Kilowatts  @ 06J/2 

Proposed  Rates. 

First      100  Kilowatts  @ $0.12 

Next     100  Kilowatts  (^ uYi 

Next     100  Kilowatts  @ 11 

Next     100  Kilowatts  @ loj/^ 

Next     200  Kilowatts  @ 10 

Next     400  Kilowatts  @ 09^ 

Next  1,000  Kilowatts  @ 09 

Over  2,000  Kilowatts  @ 08H 
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In  addition,  a  short  term  connection  charge  of  three  dollars  for  each  cus- 
tomer remaining  connected  for  a  period  of  less  than  six  months ;  such  charge 
to  be  imposed  at  the  time  connection  is  made,  and  to  be  refunded  if  customer 
remains  connected  for  a  period  in  excess  of  six  months." 

The  Board  approved  on  August  20,  19 18,  an  increase  in  the 
power  rates  and  declined  to  grant  any  increase  in  the  lighting 
rates. 

The  company  has  now  filed  a  proposed  change  in  its  schedule 
for  commercial  metered  lighting  and  also  a  proposed  change  by 
which  a  connection  charge  of  three  dollars  would  be  made  for 
each  new  customer  taken  on,  which,  however,  would  be  refunded 
if  said  customer  remained  connected  to  the  company's  system 
for  a  period  in  excess  of  six  months. 

VALUATION    OF   THE   PROPERTY. 

In  the  application  for  increased  rates,  made  in  1918,  an  ap- 
praisal of  the  property  was  submitted  by  the  petitioner,  which 
gave  the  estimated  value  new  of  tangible  fixed  capital  on  De- 
cember 31,  1 91 7,  as  $387,834.  To  this  additions  were  made  for 
organization  expenses  and  working  capital  and  a  deduction  for 
accrued  depreciation,  leaving  a  present  value  as  of  that  date 
of  $391,420,  which  figure  was  taken  by  the  Board  as  representing 
the  value  of  the  property  in  reaching  a  determination  in  this  case. 

The  company  submits  a  tabulation  starting  with  the  accepted 
value  as  of  December  31,  1917,  and  to  this  adds  the  cost  of  net 
additions  in  the  years  191 8  and  191 9  together  with  allowance 
for  overhead  charges  and  $25,000  for  working  capital.  The 
company's  appraisal  included  a  claim  for  part  recognition  of 
prevailing  high  prices.  This  the  Board  will  disallow  in  the  valu- 
ation except  to  the  extent  of  actual  expenditures  during  this 
period.  A  correction  has  been  made,  however,  by  which  prices 
actually  paid  in  the  years  191 6  and  191 7  are  taken  into  account. 
The  former  appraisal  was  based  upon  a  scale  of  unit  prices 
applicable  in  the  period  prior  to  191 6  and  property  constructed  in 
1916  and  1917  were  appraised  on  a  pre-war  basis.     It  has  been 
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thought  fair  that  property  created  during  the  period  of  higher 
prices  should  be  included  at  figures  corresponding  to  the  actual 
cost.  This  has  been  carefully  computed  and  for  such  actual 
increases  as  were  paid  by  the  company  for  the  construction  work 
done  in  19 16  and  191 7  there  has  been  added  an  amount,  repre- 
senting the  higher  costs  of  construction  during  that  period.  The 
company's  appraisal  does  not  include  the  higher  cost  for  the 
underground  distribution  system  in  Deal,  the  distribution  cables 
being  appraised  at  prices  corresponding  to  those  applicable  to 
overhead  cables.  This  is  due  to  the  deteriorated  condition  of 
the  lead  covering. 

The  value,  then,  at  the  present  time  is  made  up  as  follows : 

Tangible  fixed  capital  new  at  12-31-17, $406,633.00 

Organization  and  franchises,  20,500.00 

Gross  additions,    1918 5,858.00 

Gross  additions,  1919 27,076.00 

Total  value  new,  12-31-19, $460,067.00 

From  this  has  been  deducted  the  accrued  depreciation  reserve 
and  the  reserve  for  unpaid  bills,  30.553-57 

Leaving  a  present  value  of  $429,51343 

Add  working  capital, 25,000.00 

$454,513-43 
Taken  as, $455,000.00 

EARNINGS  AND  EXPENSES. 

Exhibits  submitted  by  the  company  give  in  detail  the  operating 
expenses,  taxes,  insurance  and  other  items  of  expense.  These 
have  been  carefully  checked  and  appear  to  require  critical  com- 
ment on  two  points  only,  viz. : 

( I )  The  price  paid  the  Atlantic  Coast  Electric  Railway.  Com- 
pany for  electrical  energy  (it  being  remembered  that  the  Atlantic 
Coast  Electric  Light  Company  does  not  operate  a  generating 
-station,  but  purchases  all  of  the  electrical  energy  which  it  dis- 
tributes and  sells). 
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(2)  The  annual  allowance  for  depreciation. 

(i)  The  price  paid  to  the  Atlantic  Coast  Electric  Railway 
Company  by  the  Atlantic  Coast  Electric  Light  Company  for  elec- 
trical energy  requires  careful  analysis,  particularly  in  view  of 
the  fact  that  the  electric  light  company  is  controlled  by  the  rail- 
way company  and  the  price  charged  appears  to  have  been  selected 
somewhat  arbitrarily  without  close  analysis  on  the  part  of  the 
company. 

The  cost  to  the  Atlantic  Coast  Electric  Railway  Company  for 
energy  must  be  divided  into  two  general  classes,  ( i )  the  interest, 
depreciation,  taxes,  insurance  and  possibly  some  other  fixed 
charges  upon  the  investment  in  the  power  plant,  including  asso- 
ciated land;  and  (2)  the  actual  expense  involved  in  the  operation 
of  the  plant.  The  fixed  charges  must  be  properly  related  to  the 
respective  maximum  demands  made  upon  the  plant  for  purposes 
of  the  railway  company  and  of  the  lighting  company,  while  the 
production  expenses  must  be  divided  in  proportion  to  the  kilowatt 
hours  supplied  respectively,  for  purposes  of  the  railway  company 
and  the  lighting  company. 

The  valuation  of  the  power  station  with  associated  land,  but 
not  including  the  rotary  converters  located  in  the  power  station 
and  used  entirely  for  railway  purposes,  is  taken  as  $600,000. 
The  rated  capacity  of  this  plant  is  6,500  kilowatts,  but  the  maxi- 
mum demand  upon  the  plant,  which  occurs  in  the  month  of 
August,  is  approximately  4,000  kilowatts.  Of  this  990  kilowatts 
of  demand  is  caused  by  the  railway  service  and  3,010  kilowatts 
are  required  for  purposes  of  the  electric  lighting  company. 

The  fixed  charges  to  be  pro  rated  in  accordance  with  the  maxi- 
mum demand  are  as  follows : 

Interest  on  investment  at  the  rate  of  return  considered  in  this 
report,  7%,  on  a  valuation  of  $600,000, $42,000.00 

Depreciation  at  4%  on  power  station  building  and  machinery  valued 
at  $600,000,  15,000.00 

Taxes 6,648.00 

Insurance,  1,662.00 

Total  fixed  charges  on  power  station, $65,310.00 
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Of  this  three-fourths  are  chargeable  to  the  electric  light  com- 
pany, amounting  to  $56,486. 

The  total  output  of  the  power  station  in  the  year  19 19  was 
9.393»2io  kilowatt  hours.  Of  this  the  electric  light  company 
received  4,938,000  kilowatt  hours. 

The  total  operating  cost  for  the  production  of  power  by  the 
Atlantic  Coast  Electric  Railway  Company  in  1919,  including 
depreciation  and  about  25  per  cent,  of  the  general  and  miscel- 
laneous expenses,  was  $175,000.  As  the  lighting  company  re- 
ceived 52.56  per  cent,  of  the  kilowatt  hours  generated,  the  amount 

chargeable  to  the  latter  was $91,846.00 

Adding  to  this  the  fixed  charges  of 56,486.00 

we  have  a  total  cost  of  the  power  supplied  to  the 

electric  lighting  company $148,332.00 

Dividing  this  by  the  kilowatt  hours  received  by  the  electric  light- 
ing company  gives  as  a  total  net  cost  per  kilowatt  hour  3.004 
cents.  The  price  charged  the  electric  light  ccmipany  by  the  rail- 
way company  was  recently  increased  from  3  cents  per  kilowatt 
hour  to  3.15  cents.  This  increase  of  5  per  cent,  is  based  upon 
the  increased  cost  of  fuel  and  power  station  labor.  It  will  be 
seen  from  this  that  the  rate  now  charged  the  lighting  company 
by  the  railway  company  in  1919  is  near  enough  to  the  actual  cost 
to  lead  to  no  unfavorable  criticism,  and  the  present  charge  of 
.0315  is  warranted  by  the  higher  cost  of  fuel. 

(2)  The  company  has  heretofore  laid  aside  depreciation  in 
accordance  with  a  rule  which  has  resulted  in  an  accumulation  of 
a  reserve  amounting  to  $28,356.39  as  of  December  31,  1919. 
This  amount  was  given  as  $89,020  on  December  31,  191 8,  and 
$72,216  on  December  31,  1917.  The  reduction  in  the  total 
accumulation  is  due  to  charging  off  machinery  and  equipment 
of  the  old  Asbury  Park  electric  light  plant  and  it  is  understood 
that  this  is  not  yet  fully  charged  off.  In  view  of  the  fact  that 
accumulations  against  which  the  old  Asbury  Park  station  was 
charged  off  should  have  been  accumulating  for  a  period  of  years, 
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it  does  not  seem  fair  to  base  the  calculations  for  annual  deprecia- 
tion upon  these  figures  without  some  analysis.  The  present  rates 
for  depreciation  would  result  in  the  accumulation  of  a  reserve 
which  is  in  accordance  with  proper  practice,  but  the  amount 
claimed  by  the  company  for  the  year  1920  is  greater  than  it 
should  be.  This  amount  is  an  allowance  of  5  per  cent,  on  the 
book  value  of  the  property  plus  an  additional  amount  of  $4,000 
for  the  elimination  of  deferred  maintenance,  giving  a  total  of 
$32,569  for  the  year  1920.  After  a  quite  accurate  study  of  the 
accounting  practice  of  the  company  and  the  expected  life  of  the 
various  classes  of  property,  the  Board  is  of  the  opinion  that, 
as  the  property  is  now  constituted,  an  allowance  of  4.5  per  cent, 
on  the  value  of  the  property,  exclusive  of  land,  will  provide  an 
adequate  amount  for  the  annual  depreciation,  this  being  in  addi- 
tion to  the  expenditures  usually  made  from  the  maintenance  and 
repair  accounts.  This  would  lead  to  an  approximate  annual 
allowance  of  $19,000  instead  of  $32,569  as  claimed.  An  addi- 
tional allowance  to  care  for  deferred  maintenance  may  be  neces- 
sary, however,  due  to  the  conditions  of  operation  during  the  last 
three  years. 

The  company's  estimates  of  operating  expenses  for  the  year 
1920  as  given  in  Exhibit  A,  marked  P-i  in  this  case,  will  be 
allowed  to  stand,  adjusted,  however,  in  accordance  with  the 
allowance  for  depreciation  referred  to  above. 

Table  I,  attached  to  this  report,  is  a  reproduction  of  Exhibit 
P-i  of  this  case,  giving  only  the  group  totals  of  the  accounts. 
An  adjustment  has  been  made  at  the  bottom  of  the  last  four 
columns  for  depreciation. 

Costs  for  labor  and  material  required  in  maintaining  and 
operating  the  system  have  continued  to  increase  and  the  com- 
pany's application  is  based  upon  the  necessity  for  meeting  these 
increased  costs. 

We  find  that  some  years  ago  the  base  rate  of  this  company  was 
12  cents  per  kilowatt  hour.  This  was  voluntarily  reduced  some 
years  ago  to  10  cents  per  kilowatt  hour.    At  the  same  time  re- 
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duced  rates  for  power  were  made  available.  Reductions  in  rates 
have  brought  to  the  company  increased  business,  but  the  mount- 
ing costs  for  operation  now  require  some  further  readjustment. 
The  company  now  proposes  to  re-establish  the  base  rate  charged 
by  any  company  in  this  State  operating  under  similar  conditions. 
From  the  standpoint  of  comparison,  therefore,  the  rate  cannot 
be  said  to  be  excessive  or  unreasonable. 

With  regard  to  the  charge  of  $3  which  the  company  proposes 
to  make  for  connecting  up  short  term  customers:  At  the  be- 
ginning of  the  summer  season  at  a  seasonal  resort,  it  is  necessary 
to  reconnect  residences  and  reinstall  meters.  It  is  necessary, 
also,  to  reinstate  on  the  consumers'  ledgers  and  other  books  of 
the  company  the  account  under  which  the  customer  is  supplied. 
These  operations  entail  upon  the  company  an  item  of  expense 
which  is  incurred  solely  for  the  individual  customer  in  each  case. 
It  is  distinctly  unfair  that  customers  generally  should  be  required 
to  pay  an  item  of  cost  which  is  incurred  for  a  particular  customer. 
Where  a  customer  continues  as  such  throughout  the  year  and 
from  year  to  year,  connection  charges  can  be  readily  absorbed 
in  the  total  amount  of  business  done. 

The  Board  therefore  finds  and  concludes  that  the  Atlantic 
Coast  Electric  Light  Company  is  justified  in  increasing  its  base 
rate  as  proposed  and  in  imposing  a  connection  charge ;  this  charge 
being  credited  or  rebated  to  all  customers  who  continue  as  such 
after  a  period  of  six  months.  The  rates  as  filed  may  become 
effective  with  the  July  bills. 

Dated  July  8,  1920. 
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No.  814. 

Application  of  the  Borough  of  South  River  for  Approval 
OF  Plans  and  Specifications  for  Additions  and  Exten- 
sions TO  Electric  Plant. 

I-  The  Board  is  asked  to  approve  plans  and  specifications  of  a  municipality 
to  make,  maintain  and  operate  additions  and  extensions  to  its  electric  light 
and  power  plant. 

2.  As  the  borough  has  not  entered  into  or  made  a  contract  with  any  adjoin- 
ing municipality  to  supply  service,  and  it  does  not  appear  that  the  additions 
and  extensions  are  in  contemplation  of  supplying  service  except  within  the 
limits  of  the  municipality,  approval  of  the  Board  is  not  required. 

George  L.  Burton  and  E,  B.  Hedden,  for  Petitioner. 

Russell  B.  Watson,  for  Objector. 

The  petition  in  this  matter  recites  that  the  Borough  Council 
of  the  Borough  of  South  River  have  caused  plans  and  specifica- 
tions to  be  prepared  contemplating  the  erection  of  a  modern 
electric  light  and  power  plant.  It  is  asked  that  the  Board  "will 
in  accordance  with  authority  vested  in  said  Board  under  the 
terms  of  Paragraph  4,  Chapter  152,  of  the  Laws  of  19 17,  inquire 
into  and  examine,  said  plans  and  specifications  and  issue  its 
approval,  thereby  permitting  said  municipality  to  make  and  main- 
tain and  operate  such  additions  and  extensions  as  are  provided 
under  subdivision  D,  of  said  paragraph,  chapter  and  laws." 
Paragraph  4,  of  Article  33  provides : 

"Subject  to  the  approval  of  the  Board  of  Public 
Utility  Commissioners,  it  shall  be  lawful  for  any 
municipality  owning  and  operating  a  plant  for  supply- 
ing light,  heat  or  power: 

(a)  To  enter  into  and  make  a  contract  with  any 
adjoining  municipality  to  supply  electricity,  gas,  steam 
or  other  product  for  light,  heat  or  power  purposes  for 
public  or  private  use  within  said  adjoining  municipality 
for  a  period  not  exceeding  ten  years,  at  such  rates  and 
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Upon  such  terms  as  may  be  mutually  agreed  upon  in 
said  contract. 

(b)  To  supply  electricity,  gas,  steam  or  other 
product  for  light,  heat  or  power  purposes  for  public 
or  private  use  to  the  inhabitants  individually  or  to  any 
private  corporations  within  any  adjoining  municipality, 
provided,  however,  that  the  governing  body  of  said 
adjoining  municipality  shall,  by  resolution,  consent 
thereto. 

(c)  To  supply  electricity,  gas,  steam  or  other  product 
for  light,  heat  or  power  purposes  to  the  board  of  chosen 
freeholders  of  any  county  of  this  State  in  which  the 
municipality  may  be  located,  or  any  county  adjoining 
the  county  in  which  the  municipality  may  be  located, 
at  such  rates  and  upon  such  terms  as  shall  be  agreed  to 
between  the  municipality  and  the  board  of  chosen  free- 
holders of  such  county. 

(d)  To  make  and  maintain  and  operate  additions 
and  extensions  to  the  plant  and  distributing  system  of 
the  municipality,  and  to  do  such  acts  and  things  as 
may  be  necessary  or  convenient,  whether  within  or 
without  the  corporate  limits  of  the  municipality,  to 
carry  out  any  of  the  powers  conferred  by  this  section." 

The  Borough  of  South  River  does  not  supply  electricity  in 
any  adjoining  municipality.  It  is  the  opinion  of  the  Board  thai 
the  section  of  the  statute  which  provides  that  subject  to  the 
approval  of  the  Board  of  Public  Utility  Commissioners  it  shall 
be  lawful  for  any  municipality  owning  and  operating  a  plant  for 
supplying  electric  light,  .heat  or  power 

"To  make  and  maintain  and  operate  additions  and 
extensions  to  the  plant  and  distributing  system  of  the 
municipality,  and  to  do  such  acts  and  things  as  may  be 
necessary  or  convenient,  whether  within  or  w^ithout  the 
corporate  limits  of  the  municipality,  to  carry  out  any  of 
the  powers  conferred  by  this  section," 
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applies  only  when  the  said  municipality  shall  have  entered  into 
and  made  a  "contract  with  any  adjoining  municipality  to  supply 
electricity,  gas,  steam  or  other  product  for  light,  heat  or  power 
purposes  for  public  or  private  use  within  said  adjoining 
municipality." 

The  Borough  of  South  River  not  having  entered  into  or  made 
such  a  contract,  and  as  it  does  not  appear  that  the  making  of  the 
additions  and  extensions  to  the  plant  and  distributing  system  is 
in  contemplation  of  supplying  service,  except  within  the  limits 
of  the  municipality,  the  approval  of  the  Board  would  not  be  re- 
quired.   No  action,  therefore,  will  be  taken  upon  the  application. 

Dated  July  12,  1920. 


No.  816. 

In  the  Matter  of  the  Application  of  the  Enterprise  Gas 
Company   for  Further  Increase  in   Rates. 

I.  A  gas  company  is  permitted  to  increase  its  surcharge  from  35  cents  per 
thousand  cubic  feet  to  75  cents;  it  appearing  that  increased  operating  costs 
make  this  reasonable  and  that  the  plant  is  operated  efficiently. 

Dr,  Myrtile  Prank,  for  the  Petitioner. 

The  application  in  this  matter  states  that  the  existing  rates 
are  as  follows: 

"COMMERCIAI,  rate. 

$1.35  per  1,000  feet  up  to  and  including  15,000  feet 
per  month.  All  quantities  exceeding  15,000  feet  at 
Industrial  Rate. 

Industrial  Rate,  (Engine  and  pressing  irons  in  fac- 
tories) $1.05  per  1,000  feet;  exceeding  100,000  per 
month,  85  cents  per  thousand. 

The  above  rates  subject  to  a  war  surcharge  of  35 
cents  per  M. 
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Prompt  Payment  Discount,  A  discount  of  5  per  cent, 
allowed  on  all  bills  of  $1.00  or  over,  if  paid  on  or  be- 
fore the  25th  of  each  month." 
That  the  proposed  increase  is  to  make  the  surcharge  seventy- 
five  cents  where  it  is  now  thirty-five  cents  per  thousand  cubic 
feet  of  gas;   that  the  reason  the  increase  is  applied  for  is  due 
to  the  continued  advance  in  wages,  materials  and  supplies  which 
makes  necessary  additional  revenue  to  meet  these  costs. 

The  municipal  authorities  were  duly  notified  of  the  pendency 
of  the  hearing  and  the  Mayor  of  Egg  Harbor  City  entered  written 
protest  against  the  granting  of  the  increased  rates. 

VALUE  OF   THE  PROPERTY   USED  AND  USEFUL. 

The  petitioner  claims  that,  although  an  appraisal  was  made  of 
the  property  by  a  competent  engineer,  which  was  based  some- 
what on  higher  unit  costs  due  to  the  war,  the  company  did  not 
claim  the  valuation  so  arrived  at  as  a  basis  for  rates,  but  assumes 
the  lower  value  revealed  by  the  book  cost  of  the  plant  depreciated 
The  base  so  arrived  at  is  $43,825.  This  does  not  appear  to  be 
an  unreasonable  amount  of  capital  for  the  size  of  the  plant  in 
question. 

OPERATING     RESULTS     FOR     THE     YEAR      I919,     AND     ESTIMATED 
RESULTS    FOR   THE   YEAR    I92O. 

The  operating  results  for  19 19  as  revealed  by  the  annual  re- 
port, together  with  the  estimate  of  the  results  for  1920  (based  on 
the  same  output  of  gas),  will  be  shown  in  Table  L  which  follows: 
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TABLE  I. 

Operating  Statistics. 

igig.  1920. 
Operating  Results.      Year  (half  est.) 

M.  cu.  ft.  Gas  Sold, 8,625.2  8,625.2 

Revenue  from  Sales,  $13,720.00  $16,940.00 

Revenue  Deductions — 

Production  Expense 7,638.00  10,817.00 

Transmission  and  Distribution, 451.00  451.00 

General  and  Miscellaneous, 1,225.00  1,401.00 

Amortization,   1,491.00  876.00 

Operating  Expenses,   $10,805.00  $13,545.00 

Taxes 717.00  778.00 

Revenue  Deductions,  $11,522.00  $14,323.00 

Net  Revenue, $2,198.00  $2,617.00 

Capital  Used  and  Useful, $43,825.00 

Return  on  Capital, 6% 

The  principal  increases  in  cost  are  for  labor,  coal  and  gas  oil. 
The  increase  in  plant  labor  for  the  year  1920  approximates  $400; 
the  increase  in  the  cost  of  bituminous  coal  for  the  same  amount 
approximates  $221,  due  to  higher  cost  per  ton  for  the  coal; 
anthracite  or  generator  fuel  will  increase  $510,  due  likewise  to 
the  higher  cost  per  ton  of  coal  delivered;  but  the  principal  in- 
crease is  in  gas  oil.  The  38,000  gallons  the  company  will  prob- 
ably use  for  1920  will  cost  approximately  $2,050  more  than  the 
same  oil  would  have  cost  in  19 19.  The  sum  of  the  increased 
costs  amoimts  to  $3,355.  The  company,  on  the  other  hand, 
decreases  its  appropriation  for  amortization  of  accruing  depre- 
ciation from  $1,491  to  $876,  a  decrease  of  $615.  This  amount, 
deducted  from  the  $3,355,  makes  a  net  income  of  $2,740.  In 
order  that  the  company  may  earn  six  per  cent,  on  the  base  of 
$43,825,  it  is  necessary  that  it  receive  approximately  $2,600  in 
addition  to  its  operating  expenses  and  taxes  aggregating  $14,323 
as  shown  by  the  table,  which  will  necessitate  a  revenue  from  the 
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sale  of  gas  of  $16,940.  This  will  require  an  increase  of  37.4 
cents  net  per  thousand  cubic  feet  sold,  or  40  cents  gross  to  pro- 
vide for  the  discount  of  five  per  cent,  and  wholesale  allowances. 

As  the  existing  surcharge  is  thirty-five  cents  this  would  indi- 
cate that  the  company's  petition  is  based  on  necessary  costs  and 
should  be  granted.  The  costs  of  fuel  as  shown  in  the  table  are 
not,  however,  the  present  costs  of  the  amount  of  fuel  required 
per  year,  but  are  the  average  for  the  year,  part  taken  at  the 
lower  figures  prevailing  early  in  the  year  and  part  at  the  figures 
now  prevailing. 

The  Mayor  of  Egg  Harbor  City  asks  the  Board  to  examine 
the  operating  statistics  of  the  company  with  a  view  of  testing 
the  efficiency  of  the  operations  of  the  plant.  This  has  been  done 
both  with  respect  to  the  efficiency  of  the  plant  itself  and  its  con- 
sumption of  fuel  and  oil,  and  a  comparison  has  also  been  made 
between  the  operating  results  of  this  company  and  similar  com- 
panies in  the  vicinity  and  it  is  the  opinion  of  the  Board  that  this 
plant  is  operated  as  efficiently  as  the  size  of  the  plant  will  permit. 

The  Board  therefore  finds  and  determines  that  the  petition  as 
filed  will  be  granted  subject,  nevertheless,  to  the  following 
provisions : 

(i)  That  the  surcharge  of  seventy-five  cents  (75c.)  per 
thousand  cubic  feet  of  gas  sold  shall  be  eflfective  for  sales  of 
gas  made  on  and  after  August  i,  1920. 

(2)  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  surcharge  may  be  made  as  and  if  conditions  so 
indicated  by  operating  results  both  as  to  revenue  and  the  character 
of  service  rendered  warrant. 

(3)  Beginning  at  the  eflfective  date  of  said  schedule  of  rates, 
the  company  is  to  render  monthly  reports  to  the  Board  showing  * 
the  Operating  Revenues,  Operating  Deductions,  excluding  Gen- 
eral Amortization,  Non-Operating  Income,  Income  Deductions 
and  balance  available  for  General  Amortization,  Dividends  and 
Surplus  and  amount  appropriated  for  General  Amortization  for 
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each  succeeding  month  with  comparison  with  the  figures  for  the 
corresponding  quarter  of  the  preceding  year.  And  the  Board 
will  retain  jurisdiction  of  the  emergency  surcharge  as  herein  ap- 
proved, for  the  purpose  of  modifying  or  abrogating  the  same 
as  and  if  the  conditions  change. 
Dated  July  12,  1920. 


No.  816. 

In  the  Matter  of  the  Application  of  the  Sea  Isle  City 
Water  Company  for  Increased  Rates. 

1.  The  new  schedule  of  rates  proposed  is  unjust  and  unreasonable  in  that 
the  rates  would  under  all  the  circumstances  exceed  the  value  of  the  service, 
and  on  that  account  would  defeat  the  purpose  which  the  company  has  in 
mind,  which  is  the  increase  in  the  revenues  of  the  company. 

2.  The  company  will  be  allowed  to  file  a  provision  for  a  surcharge  of  20 
per  cent.,  which  is  to  be  applied  to  all  bills  rendered  by  the  company  and 
computed  in  accordance  with  the  existing  schedule  of  rates. 

/.  Fithian  Tatem,  for  Petitioner. 

Irving  Fitch,  for  Sea  Isle  City. 

On  June  i  the  Sea  Isle  City  Water  Company  filed  a  petition 
with  the  Board  proposing  an  increase  in  rates  charged  in  Sea 
Isle  City  for  water.  It  was  also  proposed  to  increase  the  rates 
charged  for  fire  protection. 

Testimony  in  this  matter  was  taken  at  the  hearing  on  June 
29  at  which  time  it  was  also  noted  that  protests  had  been  re- 
ceived from  the  Board  of  Commissioners  of  the  City  of  Sea  Isle 
City  and  from  two  individual  consumers. 

Protest  filed  by  the  city  contended  that  the  proposed  rates 
were  excessive  and  exorbitant  and  therefore  unreasonable  and 
the  city  contended  that  the  company  should  not  be  allowed  to 
make  the  new  rates  effective.     A  protest  filed  by  Mr.  Edward 
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B.  Amett  protested  against  rates  generally  but  more  specifically 
against  the  rates  charged  for  water  used  for  construction 
purposes. 

VALUATION. 

A  valuation  of  the  property  was  submitted  and  testified  to  by 
Mr.  William  H.  Boardman.  In  view  of  the  conclusions  in  this 
report,  however,  the  valuation  of  the  property  will  not  be  re- 
ferred to  as  the  rates  now  charged  and  relation  between  earn- 
ings and  expenses  of  this  company  all  indicate  that  the  matter 
should  be  considered  by  the  Board  from  emergency  standpoint, 
and  any  relief  granted  in  the  way  of  increased  revenue  should 
be  based  entirely  upon  the  absolute  requirements  of  the  company 
in  order  that  it  may  not  be  compelled  to  discontinue  service. 

EARNINGS  AND  EXPENSES. 

The  gross  revenue  for  the  last  three  years  has  been  as  follows : 

1917, $9,142.00 

1918, 9,276.00 

1919, 9»588.oo 

The  operating  expenses  and  taxes  during  the  same  years  have 
been  : 

1917, $4,034.00 

1918, 6,942.00 

1919, 7480.00 

The  company  has  outstanding  bonds  in  the  amount  of  $15,000 
upon  which  interest  has  been  paid  at  6  per  cent,  amounting  to 
$900.  From  the  revenues  for  the  year  191 7  the  company  paid 
a  dividend  of  6  per  cent,  on  the  capital  stock  amounting  to 
$42,060;  and  from  the  revenues  in  the  year  1918  the  company 
paid  a  dividend  of  4  per  cent,  on  the  same  capital  stock.  In 
addition  it  was  testified  that  up  to  and  including  191 7  the  presi- 
dent had  received  no  salary,  but  that  for  each  of  the  years  191 8 
and  1919  a  salary  of  $1,200  had  been  paid,  and  for  the  year 
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1920  this  salary  had  been  increased  to  $1,800.  No  testimony 
was  submitted  showing  the  justification  for  paying  salaries  dur- 
ing the  last  two  years  when  costs  generally  were  increasing  and 
revenues  had  not  increased,  while  the  company  had  been  able 
to  get  along  for  years  without  payment  of  any  such  salary.  If 
the  company  had  omitted  to  pay  salary  referred  to  in  the  year 
191 8  it  could  very  readily  have  paid  a  six  per  cent,  dividend  in 
this  year,  and  for  the  year  1919  it  could  have  paid  a  dividend 
of  5^  P^r  cent,  on  the  outstanding  capital  stock. 

The  earnings  and  expenses  for  the  year  1920  have  been  esti- 
mated in  some  detail  and  a  study  of  these  figures  indicates  that 
some  adjustment  will  have  to  be  made  in  order  to  enable  the 
company  to  continue  to  furnish  safe,  adequate  and  proper 
service.  The  amounts  paid  for  oi>erating  labor  have  increased 
during  the  last  three  years,  and  testimony  was  quite  explicit 
with  regard  to  the  increases  incurred  during  this  year  for  this 
item.  The  same  thing  is  true  with  regard  to  gasoline  and  kero- 
sene used  in  the  operating  of  the  pumping  plant.  Heretofore 
the  engines  have  been  operated  with  a  mixture  of  kerosene  and 
gasoline.  Not  only  has  the  price  of  gasoline  increased,  but  due 
to  the  change  in  the  character  of  gasoline  and  of  the  load  upon 
the  pumping  plant  it  has  been  necessary  to  increase  the  prof>or- 
tion  of  gasoline  used.  Taxes  also  have  increased  to  a  small 
extent.  Some  other  increases  have  taken  place  which,  however, 
are  probably  only  the  normal  increased  expenses.  Three  items, 
however,  must  be  considered  by  the  Board  in  connection  with 
the  increased  costs  of  operation.  Increases  in  cost  of  operation 
for  1920  over  1919: 

Operating  Labor, $52400 

Fuel  (kerosene  and  gasoline), 1,114.00 

Taxes  (City  and  State), 216.00 

Total,   $1,854.00 

The  increased  costs  of  operation  may  be  considered  from  an- 
other standpoint.     The  company's  total  estimated  increases  for 
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1920  over  1919  are  $3,453.  The  testimony  shows  that  the 
services  of  the  president  are  nominal  and  it  does  not  appear  that 
these  services,  in  an  executive  or  managerial  capacity,  are  of 
material  value  to  the  company.  There  is  no  justification  for  pay- 
ment by  the  company  of  so  large  a  part  of  its  revenue  as  salary 
to  its  president.  A  salary  of  $300  per  year,  in  our  judgment, 
is  ample  compensation  for  such  services  as  the  president  affords. 
A  deduction  will  therefore  be  made  from  the  estimated  increase 
to  balance  the  decrease  in  the  president's  salary.  The  result  indi- 
cates that  the  company  is  in  actual  need  for  the  year  1920  of  an 
amount  approximating  $1,953  (^^^s  latter  amount  should  be 
compared  with  the  figure  of  $1,854).  The  Board  is  therefore  of 
the  opinion  that  the  gross  revenues  of  the  company  should  be 
readjusted,  if  possible,  so  as  to  increase  them  to  the  estimate  of 
approximately  $1,900.  In  the  opinion  of  the  Board  this  can  be 
best  attained  by  a  surcharge  of  20  per  cent,  which  is  to  be  made 
to  all  bills,  both  municipal  and  those  rendered  to  private  con- 
sumers. 


CHARGES   FOR  WATER   FURNISHED  FOR  CONSTRUCTION   PURPOSES. 

In  the  protest  and  testimony  submitted  by  Mr.  Amett,  it 
appears  that  certain  charges  for  water  used  for  construction  pur- 
poses had  not  been  in  accordance  with  the  rates  printed  in  detail 
upon  the  back  of  the  company's  bills.  For  water  furnished  for 
building  construction  the  rates  printed  on  the  reverse  side  of  the 
company's  bills  should  apply,  without  improper  discrimination, 
subject,  however,  to  the  conclusions  found  at  the  end  of  this 
report.  The  matter  of  supply  of  water  for  construction  purposes 
was  considered  by  the  Board  in  the  case  of  Bradley  Beach  vs, 
Monmouth  County  Water  Company  decided  by  the  Board 
February  27,  19 17,  and  found  in  Volume  5  of  the  Board's  Re- 
ports on  page  56.  The  matter  under  discussion  is  found  on 
page  42.  In  that  case  the  Board  decided  that  a  builder  or  con- 
tractor who  required  water  for  building  or  construction  purposes 
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should  have  the  option  of  obtaining  the  same  through  meter, 
but  that  because  of  the  possibility  of  loss  or  damage  to  the  meter, 
that  where  a  meter  was  desired  for  such  purposes,  the  contractor 
should  make  application  at  the  company's  office  and  be  required 
to  make  a  deposit  of  $15  to  insure  the  safe-keeping  of  the  meter 
during  the  construction  period.  When  the  work  is  completed 
and  the  meter  no  longer  needed,  it  is  to  be  removed  by  the  com- 
pany, inspected,  put  in  order  and  the  cost  of  inspection  and  re- 
pairs charged  against  the  contractor's  deposit,  the  balance  of 
the  deposit  to  be  returned  to  the  contractor.  In  addition  to  the 
charge  for  water  used  through  the  meter,  the  company  will  be 
allowed  to  charge  a  reasonable  amount  to  pay  the  cost  of  installing 
and  removing  the  meter  in  addition  to  the  reasonable  charges 
for  putting  the  meter  in  repair.  In  the  present  instance  $3  is 
considered  by  the  Board  to  be  a  reasonable  charge  to  cover  the 
cost  of  installing  and  removing  the  meter  connecting  same  to 
piping  and  connections  provided  by  the  contractor. 

The  Board  therefore  finds  and  determines  that  the  new 
schedule  of  rates  proposed  by  the  Sea  Isle  City  Water  Company 
is  unjust  and  unreasonable  in  that  the  rates  proposed  would, 
under  all  circumstances,  exceed  the  value  of  the  service,  and  on 
that  account  would  defeat  the  purpose  which  the  company  has 
in  mind,  which  is  the  increase  in  the  revenues  of  the  company. 
The  company  will  be  allowed  to  file  a  provision  for  a  surcharge 
of  20  per  cent,  which  is  to  be  applied  to  all  bills  rendered  by  the 
company  and  computed  in  accordance  with  the  existing  schedule 

of  rates. 

Contractors  or  builders  requiring  water  for  construction  pur- 
poses are  to  be  furnished  the  same  through  meters  upon  deposit 
by  the  contractor  of  the  sum  of  $15  where  the  meter  not  exceed- 
ing }i  of  an  inch  in  size  is  required,  and  a  deposit  of  $50  where 
a  meter  larger  than  ^  of  an  inch  and  not  exceeding  2  inches  in 
size  is  required.  The  company  will  be  allowed  to  charge  a  sum 
of  $3  for  connecting  and  disconnecting  the  smaller  meter  in 
addition  to  the  cost  of  inspecting  and  repairing  the  meter,  the 
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water  used  to  be  paid  for  at  the  regular  schedule  of  rates.  Where 
the  larger  size  meter  is  required  for  larger  quantities  of  water, 
sometimes  used  in  driving  piles,  the  charge  for  connecting  and 
disconnecting  may  be  $5  in  addition  to  the  cost  of  inspecting  and 
repairing  the  meter.  If  accepted  by  the  company  and  filed  on  or 
before  July  15,  the  authorized  change  in  rates  may  be  made 
eflfective  as  of  that  date. 

Beginning  on  the  eflfective  date  of  said  schedule  of  rates,  the 
company  is  to  render  reports  quarterly  to  the  Board,  showing 
the  Operating  Revenues,  Operating  Deductions,  excluding  Gen- 
eral Amortization,  Non-Operating  Income,  Income  Deductions 
and  balance  available  for  General  Amortization,  Dividends  and 
Surplus  and  amount  appropriated  for  General  Amortization  for 
each  succeeding  quarter  with  comparison  with  the  figures  for  the 
corresponding  quarter  of  the  preceding  year.  And  the  Board 
will  retain  jurisdiction  of  the  emergency  surcharge  as  herein 
approved,  for  the  purpose  of  modifying  or  abrogating  the  same 
as  and  if  the  conditions  change. 

Dated  July  12,  1920. 


No.  817. 

In  the  Matter  of  the  Application  of  the  Atlantic  Coast 
Electric  Railway  Company  for  Increased  Rates. 

1.  An  electric  railway  proposes  to  increase  its  rates  on  each  zone  of  its 
system  from  six  cents  to  eisfht  cents. 

2.  The  necessity  for  increased  revenue  has  been  fully  shown,  but  not  to 
the  extent  claimed  by  the  company. 

3.  The  Board  determines  that  the  proposed  increase  is  unjust  and  un- 
reasonable. The  petition  is  dismissed  with  leave  to  file  a  rate  of  seven  cents 
where  six  cents  is  being  charged. 

Albtn  Smith,  for  the  Petitioner. 

Ward  Kr enter,  for  Borough  of  Neptune  City  and  Borough  of 
Bradley  Beach. 

Walter  Taylor,  for  the  City  of  Asbury  Park. 
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On  April  20,  1920,  the  Atlantic  Coast  Electric  Railway  Com- 
pany filed  with  the  Board  a  proposed  schedule  by  which  the  rate 
of  fare  on  each  zone  of  its  system  as  now  arranged  is  to  be 
increased  from  six  cents  to  eight  cents  per  zone.  No  changes  are 
to  be  made  in  the  zones  or  lengtfi  of  ride  available  and  the  only 
change  is  in  the  proposed  rate  of  fare. 

In  November,  191 8,  the  Board  approved  the  increase  by  this 
company  in  the  rate  of  fare  from  five  cents  to  six  cents,  con- 
tingent upon  the  company  granting  transfers  between  Bradley 
Beach  and  certain  specified  points  in  Asbury  Park.  This  rate 
became  effective  January  15,  19 19,  and  all  conditions  of  the 
aforesaid  decision  were  carried  out. 

In  its  report  of  November  29,  1918,  the  Board  said : 

"It  appears  reasonable  to  assume  that  the  costs  of 
labor  and  material  have  reached  a  maximum  and  that 
when  there  is  any  change,  the  trend  of  same  hereafter 
will  be  on  a  descending  scale.'' 

Exhibits  submitted  in  this  case  all  show  that  the  Board's 
assumption  in  the  fall  of  19 18  was  not  correct.  The  costs  of 
labor  and  material  involved  in  the  operation  of  street  railways 
have  continued  to  increase.  '  Platform  labor,  which  is  such  a 
large  percentage  of  the  cost  of  car  operation^  is  being  paid  on  a 
very  much  higher  scale.  This  alone  has  materially  increased  the 
financial  burdens  upon  the  street  railways  of  the  country.  The 
Atlantic  Coast  Electric  Railway  Company  is  no  exception.  In 
addition  to  increases  in  labor  cost  which  have  actually  material- 
ized, at  the  time  of  the  hearing  a  strike  was  called  and  resulted 
in  a  further  increase  in  the  wages  paid  motormen,  conductors 
and  others. 

In  addition  to  the  operation  of  street  railway  system,  elec- 
trical energy  is  sold  to  the  Atlantic  Coast  Electric  Light  Com- 
pany. This  business  netted  the  company  in  1919  $148,129.  The 
various  elements  entering  into  the  cost  for  production  of  power 
have  been  analyzed  and  it  is  found  that  the  prices  charged  the 
Atlantic  Coast  Electric  Light  Company  fairly  represent  the  cost 
16 
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to  the  railway  company,  inclusive  of  a  seven  per  cent,  return  on 
the  investment. 

A  copy  of  exhibit  "C  as  revised  and  submitted  at  the  hearing 
is  attached  hereto.  This  exhibit  gives  in  detail  comparison  be- 
tween the  operating  results  of  1919  and  the  established  results 
of  the  year  1920.  An  examination  of  this  exhibit  and  of  the 
testimony  relating  thereto  shows  that  the  increases  due  to  cost 
of  fuel  and  operating  labor  are  very  considerable. 

Some  of  the  allowances  claimed  for  the  year  1920,  while  prob- 
ably necessary  for  the  present  year,  do  not  exactly  represent  the 
average  condition.  Maintenance  of  cars  includes  a  larger  amount 
for  repainting  and  general  overhauling  much  more  than  the 
normal  annual  average.  This  is  due  to  the  failure  during  the 
past  few  years  to  maintain  cars  to  the  usual  standard.  After  due 
allowance  is  made  for  such  extraordinary  items  as  car  repair, 
it  is  still  apparent  that  the  costs  which  the  company  must  meet 
in  furnishing  service  during  this  calendar  year  are  considerably 
in  excess  of  similar  costs  for  the  previous  year. 

From  exhibit  "G'*  as  revised  it  is  estimated  that  the  increased 
cost  of  operation  for  1920  over  1919  is  $118,635.  The  number 
of  passengers  carried  during  the  year  1919  is  6,159,202.  This 
would  indicate  the  increased  cost  of  slightly  under  two  cents  per 
passenger.  However,  the  estimated  cost  for  maintenance  and 
rehabilitation  of  cars  is  higher  than  the  normal  average;  but, 
assuming  increases  based  on  what  may  be  termed  a  normal  basis 
as  of  the  present  time,  the  increased  costs  are  one  cent  per  pas- 
senger. 

The  data  presented  also  shows  that  the  increase  in  traffic,  and 
therefore  in  revenues,  during  the  early  months  of  this  year  were 
very  considerable.  But  it  is  difficult  to  estimate  the  annual  in- 
creased business  in  such  seasonal  resorts.  Many  families,  because 
of  lack  of  housing  conditions  in  the  cities,  moved  to  the  shore 
towns  in  the  early  spring.  It  is  impossible  at  this  time  to  de- 
termine to  what  extent  they  will  become  permanent  residents 
and  therefore  permanent  patrons  of  the  street  railway. 
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The  necessity  for  increased  revenue  has  been  fully  shown,  but 
not  to  the  extent  claimed  by  the  company. 

After  full  consideration  of  all  the  testimony  and  the  exhibits, 
the  Board  finds  and  determines  that  the  proposed  increase  in 
fare  from  six  cents  to  eight  cents  in  each  zone  is  unjust  and 
unreasonable  and  the  petition  will  therefore  be  dismissed,  with 
leave,  however,  for  the  company  to  file  a  rate  of  fare  of  seven 
cents  where  six  cents  is  now  charged. 

In  instituting  the  fare  of  seven  cents  no  change  is  to  be  made 
in  fare  zones,  nor  is  any  change  to  be  made  in  the  transfer 
arrangements  now  in  force  and  effect. 

At  least  three  days'  public  notice  shall  be  given  of  the  change 
of  fare. 

Dated  July  13,  1920. 

By  Commissioner  Gaul. 

During  the  past  three  years  the  Atlantic  Coast  Electric  Rail- 
way Company  has  not  earned  a  sufficient  return  to  properly  main- 
tain its  property  and  pay  its  taxes  and  fixed  charges.  Under  a 
5-cent  fare,  with  gross  earnings  of  about  $300,000,  the  company 
failed  by  $35,000  to  earn  its  taxes  and  fixed  charges  in  191 7,  and 
with  gross  earnings  of  about  $280,000,  it  failed  by  $101,000  to 
earn  these  charges  in  1918.  With  a  6-cent  fare,  it  had  a  surplus 
of  $88  after  paying  its  taxes  and  fixed  charges  in  191 9.  My 
memorandum  added  to  the  majority  report  in  the  Elizabethtown 
Gas  case  states  what  revenue  I  believe  necessary  to  produce  safe, 
adequate  and  proper  service.  I  am  convinced  that  the  8-cent  fare 
asked  for  by  the  railway  company  would  produce  barely  sufficient 
revenue  to  meet  taxes,  fixed  charges  and  proper  maintenance  and 
depreciation  charges.  Therefore,  while  agreeing  to  the  7-cent 
fare,  I  would  go  further  and  grant  the  company's  application  for 
an  8-cent  fare. 
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EXHIBIT  G— REVISED. 

ATLANTIC  COAST  ELECTRIC  RAILWAY  COMPANY,  DETAILED  STATEMENT  OF  OPERATING 
EXPENSES,  I919  AND   1920.      1920  ESTIMATED. 


Maintenance  of  Way  and  Structures — 

Superintendence,  

Maintenance  of  Track  and  Roadway,.. 

Other  Maintenance  of  Way, 

Poles  and  Fixtures,  

Distribution  System 

Miscellaneous  Electric  Line, 

Buildings,  Fixtures  and  Grounds, 

Depreciation  Way  and  Structures,  . . . . 


1^20. 

$2,100.00 
14,820.50 

478.57 
4,161.98 

4,596.99 

85.69 

1,022.34 

6,345.73 


$3,098.75 

19,994.10 

478.57 

2,54136 

2,976.36 

85.69 

1,022.34 

6,345-73 


Increase 

$998.75* 
5,173.60* 

1,620.62 
1,620.63 


Total  Way  and  Structures, $33,6ii.8o 

Maintenance  of  Equipment — 

Superintendence, $2,880.00 

Maintenance  of  Carsf, 31,410.23 

Maintenance  of  Elec.  Equip,  of  Cars,..  33,166.77 

Miscellaneous  Equipment  Expenses,  ..  677.96 

Depreciation  of  Equipment, 6,345.73 


$36,542.90       $2,931.10* 


$1,933.46 

13.523.98 

24,280.52 

677.96 

6,345.73 


$946.54 

18,886.25 

8,886.25 


Total  Equipment,  $74480.69  $46,761.65      $27,719.04 

Power — 

Superintendence, $5,380.00  $4,499.67 

Power  Plant  Buildings,  etc., 600.75  600.75 

Equipment,   20,912.03  19,230.67 

Depreciation, 9,39321  9,393.21 

Power  Plant  Employees,  27,840.00  20.1 1 1.33 

Fuel  (19,000  N.  T.  @  $7.45),  141,550.00  106,182.56 

iWater,    187.87  187.87        

Lubricants,    1,056.02  1,056.02        

Miscellaneous, 3,335.io  3.335-10        

Other  Operations— Cr., 90,903.50*  83,497.00*        7,406.50* 


$880.33 

1,681.36 

7,728.67 
35.36744 


Total  Power,  $119,35148      $81,100.18      $38,251.30 
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Conducting  Transportation —                              1^20.  1919.  Increase. 

Superintendence,   $11,068.25  $8,748^2  $2,320.03 

Passenger  Conductor  and  Motorman,..  127,979.50  85,020.25  42,959.25 

Miscl.  Car  Service  Emp.  and  Exp.,  . . .       3,698^1  3,698.84        

Car  House  Emp.  and  Exp 7,535-00  3,73900  3,796.00 

Other  Transportation, 2742  2742        

Total  Transportation,  $150,309.01  $101,233.73  $49,075.28 

Traffic  Expenses 820.73  820.73        

General  and  Miscellaneous — 

Salaries  of  General  Officers  and  Clerks,  $18,133.48  $15,067.48  $3,066.00 

General  Office  Supplies  and  Expenses,.         984.50  984.50        

Law  Expenses, 1,115.11  1,115.11         

Miscellaneous  General  Expenses, 8,210.10  7,850.10  360.00 

Injuries  and  Damages, 6,000.00  6,000.00        

Insurance, 5.640.00  3,080.00  2,560.00 

Stationery  and  Printing 1,447.69  1447.69        

Stores  Expenses, 360.00        360.00 

Garage  and  Stable  Expenses, 692.71  692.71         

Rent  of  Tracks  and  Facilities, 350.00  175.00  175.00 

Total  General  and  Miscellaneous,  ...  $42,933-59  $36412.59  $6,521.00 


Recapitulation. 

Maintenance  of  Way  and  Structures,  ...  $27,266.07  $30,197.17 

Maintenance  of  Equipment, 68,134.96  40415.92 

Power,   109,958.27  71,706.97 

Conducting  Transportation,   150,309.01  101,233.73 

Traffic,    820.73  820.73 

General  and  Miscellaneous, 42,933.59  36412.59 


$2,931. 10* 
27,719.04 
38,251.30 
49,075-28 

6,521.00 


Total  (Excluding  Depreciation),  ....$399422.63  $260,787.11  $118,635.52 

Depreciation — 

Ways  and  Structures, $6,345-73  $6,345-73        

Equipment, 6,345.73  6,34573        

Power  Plant  Buildings  and  Equipment,      9,393-2i  9,393-21         


Total  Depreciation,   $22,084.67      $22,084.67 


Total  Operating  Expenses,  $421,507.30    $302,871.78    $118,635.52 


♦  Deficit. 

tFor  Painting  and  Cleaning  Cars,  $10,000.00;  Labor  and  Material. 
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No.  818. 

In  the  Matter  of  the  Appucation  of  the  Mount  Holly 
Water  Company  for  Permission  to  Further  Increase 
Rates. 

1.  The  petitioner  is  permitted  to  apply  a  surcharge  of  20  per  cent,  to  its 
schedule  of  rates  to  meet  additional  costs  of  operation  accruing  since  its 
rates  were  fixed  by  the  Board  in  a  fcfrmer  proceeding. 

2.  The  rates  allowed  permit  the  company  to  provide  an  appropriation  for 
depreciation  reserve,  which  on  the  basis  of  the  experience  of  the  past  four  or 
five  years  will  enable  it  to  temporarily  utilize  eight  or  nine  hundred  dollars 
a  year  towards  the  installation  of  meters  without  the  necessity  of  issuing 
securities  to  obtain  the  capital  therefor. 

3.  The  Board  recommends  that  the  company  begin  to  install  at  least  fifty 
meters  per  annum,  beginning  with  such  customers  as  it  has  reason  to  believe 
are  wasting  water  and  then  supplying  applicants  up  to  the  limit  of  its  ability. 

F.  C  Palmar,  for  the  Petitioner. 

H.  S,  KilUe,  for  the  Mount  Holly  Business  Men's  Association 
and  Northampton  Township. 

The  petition  alleges  that  the  reasons  for  the  proposed  increase 
are  that  the  expense  and  maintenance  costs  were  underestimated 
in  the  Board's  report  by  about  twenty-five  per  cent,  and  that  the 
net  revenue  for  191 9  received  by  the  company  was  below 
standard  of  the  Board's  valuation  on  the  property  and  that  there 
will  be  further  large  increases  in  taxes,  expenses  and  main- 
tenance costs  for  the  current  year  amounting  to  at  least  $2,500 
and  also  large  expenditures  for  repairs  and  renewals  of  dams 
and  embankments. 

In  its  report  dated  April  10,  191 9,  the  Board  permitted  the 
company  to  file  certain  schedules  of  rates  for  all  classes  of 
service  furnished  by  it.  These  rates  were  based  on  a  careful 
analysis  of  the  cost  of  furnishing  service  to  each  class  of  cus- 
tomers and  on  a  return  of  six  per  cent,  on  a  value  approximating 
$140,000  as  of  Deceml>er  31,  1918.  The  company,  in  Exhibits 
P-S  and  P-8,  proposes  two  different  schedules  of  rates  which,  in 
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the  opinion  of  the  manager  of  the  utility,  will  enable  the  com- 
pany to  earn  six  per  cent,  on  the  value  of  its  property  for  the 
ensuing  year.  These  schedules  are  quite  lengthly  and  in  view 
of  the  conclusions  arrived  at  hereinafter,  it  will  not  be  necessary 
to  state  them  in  detail. 

AMOUNT  OF  RETURN   ASSUMED  TO  BE  EARNED  BY  THE  COMPANY 

The  amount  of  return  on  the  value  of  the  property  devoted  to 
the  public  use  in  the  Board's  report  of  April  10  was  taken  at 
substantially  $8,400.  Exhibit  P-i  indicates  that  there  was  added 
in  1918  fixed  capital  in  the  amount  of  $235.99  (which  was  in- 
cluded in  the  Board's  valuation  adopted  as  a  basis  for  rates)  and 
$4,987.42  in  1 919.  From  this  $4,987.42,  however,  there  is  to 
be  deducted  property  retired  in  the  amount  of  $1,595  and  the 
net  increase  in  the  depreciation  reserve  in  the  amount  of  $897, 
which  leaves  the  net  additions  financed  by  the  utility  in  the 
amount  of  $2,495.42.  This,  with  certain  other  increases,  would 
indicate  that  the  net  revenue  to  be  derived  by  the  company  for 
the  ensuing  year,  applicable  to  return  on  capital,  is  approxi- 
mately $8,600. 

RKSIXTS  OF  OPERATION  IN  THE  YEAR   I919. 

The  1919  annual  report  of  the  company  (as  well  as  Exhibit 
P-i)  indicates  that  the  receipts  of  the  company  were  $21,240 
(cents  omitted)  that  the  operating  expenses  were  $13,704  and 
taxes  $2,575,  a  total  for  revenue  deductions  of  $16,279,  leaving 
a  gross  income  of  $4,961  applicable  as  a  return  on  value.  The 
Board's  report  allowing  increased  rates  was  not  handed  down 
until  April  10,  19 19,  so  the  revenue  derived  by  the  company  for 
a  portion  of  the  year  was  at  the  lower  rates.  The  results  for 
1919  do  not,  therefore,  show  the  results  produced  by  the  in- 
creased rates  for  a  full  year.  The  corresponding  receipts  for 
the  year  1918  were  $16,740,  indicating  that  the  increase  for  the 
year  1919  was  $4,338.  The  flat  rates  of  the  company  are  pay- 
able in  advance  for  a  period  of  six  months.    If  we  assume,  how- 
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ever,  that  the  increased  rates  were  eflfective  from  May  i,  19 19, 
for  all  classes  of  service,  four  months  of  the  year  1919  would 
be  at  the  former  lower  schedule  of  rates  and  half  of  the  $4,338 
might  be  taken  as  a  measure  of  the  addition  due  to  these  in- 
creased rates  had  they  been  in  force  during  the  first  four  months 
of  1 91 9.  This,  added  to  the  actual  revenue  for  the  year  191 9, 
would  indicate  (on  the  basis  of  a  full  year's  higher  rates)  a 
total  of  $23,409.  In  Exhibit  P-2,  the  company  estimates  that 
the  labor  increases  allowed  in  the  latter  part  of  1919,  not  effective 
during  the  first  part  of  the  year,  would  entail  $650  increased 
expenses.  On  the  other  hand,  it  is  to  be  noted  (in  Exhibit  P-i) 
that  legal  expenses  are  charged  for  the  year  1919  in  the  amount 
of  substantially  $790,  which  is  some  $600  or  $700  in  excess  of 
the  average  for  the  preceding  four  years.  Furthermore,  that 
the  amount  charged  for  insurance  during  1919  is  $112  in  excess 
of  the  average  for  the  preceding  four  years.  The  effect  of  these 
increases  and  decreases  would  amount  to  $72  decrease  for  the 
year  1919  to  bring  the  oi>erating  expenses  to  the  proper  amount. 
The  principal  increase  in  expenses  during  the  year  19 19  was 
for  purification.  Purification  expense  and  repairs  in  191 8,  upon 
which  the  Board's  report  was  based,  amounted  to  $1,721, 
whereas  the  same  items  for  191 9  amounted  to  $3,408.  A  portion 
of  this  expense  was  due  to  the  employment  of  a  chemist  to  make 
analyses  of  the  company's  water  to  insure  its  purity  and  is 
directly  in  the  public  interest. 

ESTIMATES    FOR    OPERATION    DURING    ENSUING    YEAR. 

The  company  estimates  (Exhibit  P-2)  that  for  the  ensuing 
year  there  will  be  further  increases  in  operating  expenses  in  the 
amount  of  $2,050  and  of  $1,500  for  taxes,  an  aggregate  of 
$3,550.  The  principal  item  of  increased  expenses  is  for  alum  and 
soda  ash  used  in  purifying  the  water,  the  increase  in  the  cost 
of  which  is  estimated  to  amount  to  $1,390.  The  other  items  of  in- 
creased expenses  are  for  iron  work,  coal,  freight  and  labor,  If, 
then,  to  the  adjusted  revenue  deductions  of  $16,207  for  the  year 
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19 1 9  be  added  these  further  increases  of  $3,550,  we  have  a  total 
for  the  ensuing  year  of  $19,757.  Adding  $8,600  for  return  to  the 
$I9»757  indicates  that  the  total  revenue  required  to  support  these 
items  is  $28,357,  of  which  $162  may  be  derived  from  the  rent 
of  the  property.  This  leaves  $28,195  to  be  derived  from  water 
revenue.  This  indicates  an  increase  of  21.3  per  cent,  over  the 
$23,247  adjusted  revenue  for  1919.  The  normal  increase  of  the 
business  may  be  expected  to  take  care  of  a  small  amount  of  this, 
and  the  Board  beHeves  that  an  increase  of  twenty  per  cent,  will 
be  an  adequate  increase  under  existing  conditions. 

The  Board  does  not  agree  with  the  company  in  its  method 
of  adjusting  the  various  schedules  of  rates.  The  present  schedule 
was  developed  after  considerable  study  and  was  based  on  the 
cost  of  service  to  this  particular  utility,  and  not  by  comparison 
with  rates  where  no  hydraulic  power  is  used.  The  increases  may 
be  more  properly  borne  by  a  flat  percentage  addition  of  twenty 
per  cent,  to  the  rate  schedule  now  in  force.  In  other  words, 
bills  should  be  computed  under  the  present  rates  and  a  twenty 
per  cent,  surcharge  on  the  total  amount  of  the  bill  so  computed 
added  during  the  continuation  of  the  rates  hereinafter  granted. 

Counsel  for  the  objectors  alleges  that  the  manager  of  the 
petitioner  has  refused  to  install  meters  for  customers  applying 
for  same  on  the  ground  that  the  utility  was  not  able  to  finance 
such  installation.  It  was  clearly  indicated  in  the  Board's  report 
of  April  10,  19 19,  that  the  Board  considered  it  to  the  advantage 
of  both  utility  and  customers  that  meters  should  be  installed  on 
the  system  of  the  petitioner  owing  to  the  fact  that  there  was 
large  waste  of  water  by  flat  rate  or  fixture  consumers.  A  large 
proportion  of  the  water  of  this  utility  is  pumped  by  hydraulic 
power.  If  economies  in  the  use  of  water  could  be  effected  by 
the  use  of  meters  to  such  an  extent  that  steam  pumping  would 
no  longer  be  necessary,  and  the  cost  of  expensive  purification  be 
decreased  pro  tanto,  it  would  result  in  considerable  economies 
of  operation,  economies  which  would  more  than  compensate  the 
company  for  the  annual  cost  of  capital  involved.    In  view  of  the 
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rapidly  increasing  prices  for  fuel  and  materials  both  for  pump- 
ing and  for  purification,  it  would  appear  to  be  now  still  more 
to  the  advantage  of  the  company  to  adopt  the  ix)licy  of  metering 
its  system.  The  rates  herein  allowed  permit  the  company  to 
provide  an  appropriation  for  depreciation  reserve  which  on  the 
basis  of  the  experience  of  the  past  four  or  five  years  will  enable 
the  company  (under  the  statute)  to  temporarily  utilize  eight  or 
nine  hundred  dollars  a  year  towards  the  installation  of  meters 
without  the  necessity  of  issuing  securities  to  obtain  the  capital 
therefor.  The  Board  therefore  recommends  that  the  com- 
pany now  begin  to  install  at  least  fifty  meters  per  annum,  begin- 
ning first  with  such  customers  as  it  has  reason  to  believe  are 
wasting  water  and  then  supplying  applicants  up  to  the  limit  of 
its  ability. 

The  Board  therefore  finds  and  determines : 

(i)  That  the  petition  as  filed  should  be  and  is  hereby  dis- 
missed. 

(2)  That  the  company  may  file,  within  five  days  after  the 
receipt  of  this  report,  a  schedule  of  rates  applying  a  surcharge 
of  twenty  per  cent,  to  the  existing  schedule  of  rates  throughout. 
This  surcharge  is  to  be  effective  for  all  service  rendered  on  and 
after  August  i,  1920. 

(3)  Acceptance  by  the  company  of  the  increases  herein 
allowed  will  be  taken  as  a  stipulation  that  abrogation  or  modifica- 
tion of  the  emergency  surcharge  may  be  made  as  and  if  condi- 
tions as  indicated  by  operating  results  both  as  to  revenue  and  the 
character  of  service  rendered  warrant. 

(4)  Beginning  at  the  effective  date  of  said  schedule  of  rates, 
the  company  is  to  render  a  report  for  the  period  ending  Sep- 
tember 30,  1920,  and  quarterly  thereafter  to  the  Board  showing 
the  Operating  Revenues,  Operating  Deductions  excluding  Gen- 
eral Amortization,  Non-Operating  Income,  Income  Deductions 
and  balance  available  for  General  Amortization,  EHvidends  and 
Surplus  and  amount  appropriated  for  General  Amortization  for 
each  succeeding  quarter  with  comparison  with  the  figures  for 
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the  corresponding  quarter  of  the  preceding  year.    And  the  Board 
will  retain  jurisdiction  of  the  emergency  surcharge  as  herein 
approved,  for  the  purpose  of  modifying  or  abrogating  the  same 
as  and  if  the  conditions  change. 
Dated  July  13,  1920. 


No.  819. 

In  the  Matter  of  the  Application  oe  the  Woolwich 
Water  Company  eor  Permission  to  File  a  New 
Schedule  of  Rates. 

/.  Fithian  Tatcm,  for  the  Company. 

On  June  15,  1920,  the  Woolwich  Water  Company,  supplying 
the  Borough  of  Swedesboro,  filed  with  Board  a  proposed  increase 
in  rates  as  follows : 

'*The  minimum  charge  for  unmetered  service  would  be  in- 
creased from  $6  to  $10." 

"The  minimum  charge  for  metered  service  would  be  increased 
from  $12  to  $15.'' 

Metered  customers  would  be  allowed  25,000  gallons  of  water 
per  annum  for  the  set  minimum  rate  and  excess  consumption  up 
to  100,000  gallons  per  annum  would  be  charged  for  at  the  rate 
of  25  cents  per  M.  gallons.  Metered  customers  using  in  excess 
of  ioo,coo  gallons  per  annum  would  be  charged  at  the  rate  of 
20  cents  per  M.  gallons  for  such  excess. 

Fire  hydrants  would  be  charged  at  the  rate  of  $30  per  year 
each. 

valuation. 

The  company  has  submitted  data  that  the  value  of  the  peti- 
tioner's plant,  based  upon  pre-war  prices,  is  $55,280.  The  capital 
stock  outstanding  is  $25,000;  bonds  outstanding,  $36,000,  and 
in  addition  the  company  has  a  floating  debt  amounting  to  about 
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$10,000.  While  interest  has  been  paid  on  the  bonds  and  on  the 
floating  debt,  no  dividends  have  been  paid  upon  the  stock  for 
ten  years  past.  In  view  of  the  conclusions  arrived  at,  based  upon 
the  relation  between  revenues  and  expenses,  it  will  not  be  neces- 
sary to  further  consider  the  valuation  of  this  plant. 

EARNINGS  AND  EXPENSES. 

In  the  yejtr  19 16,  the  balance,  after  payment  of  operating 
expenses,  taxes  and  interest,  was  $43.55.  In  191 7  the  balance  for 
net  income  was  $271.61.  In  1918  the  company  failed  by  $973.86 
to  earn  sufficient  to  pay  operating  expenses,  taxes  and  interest; 
and  in  the  year  19 19  the  net  loss  after  payment  of  operating 
expenses,  taxes  and  interest,  was  $3,265.32.  Analysis  of  the 
financial  statements  of  the  company  shows  that  although  the 
revenues  have  increased  year  by  year,  the  operating  expenses 
have  increased  in  much  greater  proportion.  During  the  last  four 
years  the  taxes  and  interest  have  not  varied  to  any  great  extent, 
but  the  operating  expenses  (exclusive  of  taxes)  have  been  re- 
spectively as  follows : 

1916 $3,547 

1917,    3,159 

1918, 4,062 

1919 6.126 

The  operating  expenses  alone,  not  including  taxes  nor  interest 
of  any  kind,  for  the  year  1919  were  $726  in  excess  of  the  gross 
revenue.  The  company  has  estimated  its  operating  expenses, 
including  taxes  and  amortization,  for  1920  at  approximately 
$7,000.  This  included  no  return  whatever  from  which  interest 
on  outstanding  securities  could  be  paid.  The  increased  operating 
expense  is  partly  due  to  labor,  but  is  very  largely  due  to  the  in- 
creased cost  of  fuel  oil  used  in  operation  of  the  pumping  plant. 
It  is  quite  clear,  therefore,  that  if  this  company  is  to  continue  to 
furnish  service,  some  adjustment  must  be  made  in  rates  at  once. 

The  total  revenue  required  to  enable  this  company  to  pay  its 
operating  expenses  and  allowances  for  amortization  and  receive  a 
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return  of  6  per  cent,  on  the  value  of  its  property  exceeds  $10,000, 
while  the  estimated  gross  revenue  under  the  proposed  schedule 
of  rates  approximates  $7,000. 

The  Board  will,  therefore,  allow  the  proposed  rates  to  be  filed 
to  become  effective  as  of  August  i,  1920. 

Dated  July  20,  1920. 


No.  820. 

In  the  Matter  of  the  Appucation  01^  the  Salem  Gas  Light 
Company  for  Further  Increase  in  Rates. 

1.  This  application  is  substantially  a  continuation  of  the  proceedings  cul- 
minating in  the  Board*s  report  of  February  25,  1919,  in  pursuance  of  which 
the  effective  schedule  of  rates  was  permitted. 

2.  The  company  is  permitted  to  file  schedules  of  rates  providing  for  a 
charge  for  gas  only  to  street  lamps  at  the  rate  of  $30  per  annum. 

3.  For  gas  served  through  prepaid  meters  a  charge  of  $1.95  and  for  gas 
servxd  through  regular  meters  a  charge  of  $2.00  per  thousand  cubic  feet  is 
allowed.  A  prompt  payment  discount  of  five  cents  per  thousand  cubic  feet 
is  allowed  on  all  bills  for  gas  served  through  regular  meters  if  paid  within 
ten  days  after  the  bill  shall  have  been  actually  rendered. 

Norman  Grey,  for  the  Petitioner. 

The  petition  alleges  that  the  need  for  additional  revenue  is  due 
to  the  greatly  increased  operating  expenses,  more  particularly 
with  respect  to  the  cost  of  coal,  labor  and  taxes: 

That  the  cost  of  labor  was  approximately  $9,375  in  1916; 
$21,318  in  1919,  and  a  further  increase  of  $2,500  is  estimated  for 
the  year  1920,  which  would  make  the  total  on  that  basis  approxi- 
mate $23,800 ; 

That  taxes  which  in  1916  aggregated  about  $2,000  amounted 
to  about  $2,415  in  1919,  and  there  will  be  a  further  increase 
approximating  $2,500  in  1920,  making  a  total  of  approximately 
$4,900  for  this  item.  The  great  increase  in  taxes  is  largely  due 
to  the  fact  that  the  revenue  of  the  company,  upon  which  the  State 
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Franchise  Tax  is  based,  having  passed  the  $50,000  mark,  will 
be  subject  to  a  tax  of  five  per  cent,  on  the  gross  revenue  from 
gas  sales  instead  of  two  per  cent,  levied  on  gross  revenues  under 
$50,000,  heretofore  paid  by  the  petitioner.  An  additional  in- 
crease with  respect  to  taxes  is  entailed  by  the  increase  in  the  tax 
on  gross  receipts  levied  in  lieu  of  a  personal  property  tax. 

The  petition  further  alleges  that  the  present  schedule  of  rates 
in  effect  since  April  i,  191 9  (pursuant  to  a  report  of  this  Board) 
is,  for  gas  consumed  through  prepayment  meters,  $1.50  net  per 
thousand  cubic  feet;  and  for  gas  consumed  through  regular 
meters,  $1.55  per  thousand  cubic  feet,  subject  to  a  discount  of 
five  cents  per  thousand  cubic  feet  for  prompt  payment  within  ten 
days  after  the  bill  is  rendered;  that  in  addition  to  a  charge  for 
gas  as  metered,  there  is  a  fixed  service  charge  of  twenty-five  cents 
per  month  for  three  and  five-light  meters  and  for  meters  of 
additional  capacity  a  further  charge  of  one  cent  per  light  per 
month.  The  present  rate  for  gas  only  for  street  lamps  is  $13.25 
per  year,  the  applicant  company  in  this  territory  not  furnishing 
the  street  lighting  equipment  or  maintenance. 

The  proposed  rates  are,  for  gas  served  through  prepayment 
meters,  a  charge  of  $2.10  net  per  thousand  cubic  feet,  and  for 
gas  consumed  through  regular  meters  a  charge  of  $2.20  per 
thousand  cubic  feet,  subject  to  a  discount  of  ten  cents  per  thou- 
sand cubic  feet  if  paid  within  ten  days;  and  for  street  lamps  a 
charge  of  $42  per  lamp  per  year  for  the  gas  only. 

The  petition  further  alleges  that  the  company  has  found  that 
the  service  charge  is  unpopular  with  its  consumers  and  asks  that 
this  charge  be  abolished  and  a  fixed  rate  substituted  in  its  stead. 

This  application  is  substantially  a  continuation  of  the  proceed- 
ings culminating  in  the  Board's  report  of  February  25,  19 19,  in 
pursuance  of  which  the  effective  schedule  of  rates  was  permitted 
to  be  filed. 

The  company  gave  notice  by  publication  in  two  newspapers 
circulating  within  the  territory  served  to  the  effect  that  it  pro- 
posed to  increase  its  rates  in  accordance  with  the  facts  set  forth 
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hereinabove  and  also  stating  the  time  and  place  of  the  first  hear- 
ing in  the  matter. 

VALUE  OP  THE  PROPERTY. 

In  the  Board's  report  dated  February  25,  1919,  the  value  new 
of  the  property  was  taken  at  $125,008,  to  which  additions 
amounting  to  $992  were  made  during  the  year  1919.  This  would 
make  the  value  new  of  fixed  capital  of  the  petitioner  as  of 
December  31,  19 19,  $126,000.  Deducting  from  this  figure  the 
reserve  of  $50,900,  as  set  up  in  its  annual  report,  leaves  a  de- 
preciated value  of  its  fixed  capital  as  of  the  same  date  of  $75,100. 
Adding  to  this  about  eight  per  cent,  for  working  capital  makes 
a  total  of  $81,400  as  a  basis  for  rates  in  this  report.  A  larger 
working  capital  is  indicated  for  this  company  by  reason  of  the 
fact  that  it  collects  its  bills  quarterly.  Most  gas  companies  bill 
monthly. 

OPERATING  EXPENSES  AND  TAXES. 

The  operating  expenses  of  the  company  for  1919,  as  revealed 
by  its  petition  and  likewise  by  its  annual  report,  aggregate 
$54>699.  The  company  estimates  that  for  the  balance  of  the  year 
the  increased  cost  of  coal  already  ascertained  will  be  $3,870,  and 
alleges  that  the  probable  increase  in  freight  rates  will  be  over 
twenty-seven  per  cent,  on  the  existing  tariff  of  $2.45  a  ton,  which 
will  equal  sixty-six  cents  a  ton  if  and  when  this  rate  is  allowed. 
In  its  petition  it  asks  for  sixty-six  cents  on  3,600  tons,  but  the 
Board  computes  this  on  the  basis  of  the  2,853  ^^^^  estimated  to  be 
consumed  from  May  7  with  respect  to  the  increases  then  effective 
and  adds  $1,890  for  this  item  as  it  appears  to  be  imminent  from 
the  reports  from  official  sources.  This  will  make  a  total  increase 
for  coal  of  between  $5,700  and  $5,800. 

The  increases  in  wages  anticipated  for  the  year  aggregate 
$2,500.  Of  this  amount  $3,600  is  for  station  wages.  The  testi- 
mony of  the  witness  appearing  for  the  company  indicates,  how- 
ever, that  during  a  portion  of  the  year  the  men  causing  this  in- 
crease have  not  been  employed  and  possibly  may  not  be  em- 
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ployed.  Furthermore,  that  the  collection  of  the  service  charge 
has  entailed  an  additional  cost  on  the  company  of  substantially 
$1,200  a  year,  which  may  be  saved  by  the  abrogation  of  this 
form  of  rate  hereinafter  allowed.  The  Board  will  allow  the 
estimate  of  $2,500.  It  may  be  somewhat  decreased  during  the 
time  which  the  men  receiving  this  wage  are  not  working,  but 
on  the  other  hand,  the  company's  witness  estimates  that  if  they 
were  to  re-employ  these  men,  it  would  probably  be  at  some  fur- 
ther increase  in  wages. 

With  respect  to  taxes,  the  testimony  indicates  that  these  will 
approximate  $4,914,  being  more  than  double  the  same  item  for 
the  year  191 9.  As  this  is  due  to  causes  beyond  the  control  of  the 
petitioner,  they  will  be  allowed.  The  aggregate  of  these  in- 
creases in  revenue  deductions  is  $11,721,  which,  added  to  the 
$54,699,  for  the  year  1919,  makes  an  adjusted  amount  for  operat- 
ing expenses  and  taxes  for  the  year  1920,  aggregating  $66,420, 
subject  to  some  slight  variation  during  the  coming  months. 

REVENUE    REQUIRED    BY    THE    PETITIONER    WITH    AN    ADEQUATE 
RETURN  ON  ITS  PROPERTY  USED  AND  USEFUL. 

From  the  facts  hereinabove  set  forth,  we  will  assemble  the 
elements  leading  to  a  conclusion  in  Table  I. 

TABLE  L 

Total  Revenue  Required  to  Support  Return  of  Eight  Per  Cent,  on  Rati? 

Base  of  $81,400. 

Return  on  $81,400  at  8  per  cent., $6,512 

Revenue  deductions,   66420 

Total  revenue  required, $72,932 

Deduct  sales  of  residuals,  8,000 

To  be  derived  from  gas  sales, $64,932 

Deduct  amount  allocated  to  street  lamps,  750 

To  be  derived  from  32,535  M.  cu.  ft.  of  metered  gas, $63,182 

Net  average  rate  per  M.  cu    ft. $1942 
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In  Table  I  it  is  indicated  that  about  $64,932  will  be  required 
to  be  derived  from  gas  sales  aggregating  thirty-three  million 
cubic  feet.  An  analysis  of  the  costs  of  supplying  gas  to  the 
street  lights  (the  equipment  of  which  is  furnished  and  main- 
tained by  the  Welsbach  Street  Lighting  Company  of  America) 
indicates  that  the  cost  of  rendering  such  service  is  somewhere 
between  $750  and  $800  a  year  for  the  twenty-five  lamps  now  in 
use.  The  Board  will  take  the  round  figure  of  thirty  dollars  per 
lamp  or  $750  for  the  twenty-five  lamps  as  an  adequate  revenue 
for  this  service,  which,  deducted  from  the  $64,932,  leaves 
$63,182  as  the  revenue  for  metered  customers'  use  of  an  esti- 
mated amount  of  32,535  M.  cubic  feet.  This  makes  an  average 
approximating  $1.94  net. 

FORM  OF  METERED  RATE  SCHEDULE. 

The  officials  of  the  company  testified  to  the  fact  that  the 
service  charge  of  twenty-five  cents  a  month  for  three-  and  five- 
light  meters  was  unpopular  with  its  customers  and  entailed  an 
additional  cost  of  some  $1,200  per  year  for  collection.  Where 
neither  the  community  nor  the  company  desires  this  equitable 
form  of  rate  the  Board  will  not  require  that  the  rate  schedule 
contain  this  form  of  charge. 

The  Board  therefore  finds  and  determines: 

( 1 )  That  the  schedule  of  rates  as  proposed  by  the  company 
is  unreasonable  in  view  of  the  testimony  adduced  and  the  petition 
will  therefore  be  dismissed. 

(2)  That  the  company  may  file,  on  or  before  July  28,  the- fol- 
lowing schedule  of  rates,  eflFective  for  all  gas  sold  on  and  after 
August  I,  1920: 

(a)  For  service  of  gas  only  to  street  lamps,  served  under 
present  conditions,  a  charge  at  the  rate  of  $30  per  annum. 

(b)  For  gas  served  through  prepaid  meters  the  charge  shall 
be  at  the  rate  of  $1.95  per  thousand  cubic  feet. 

(c)  For  gas  consumed  through  regular  meters  the  charge 
shall  be  $2.00  gross  per  thousand  cubic  feet.    A  prompt  payment 
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discount  of  five  cents  per  thousand  cubic  feet  will  be  allowed  on 
all  bills  for  gas  served  through  regular  meters  if  paid  within  ten 
days  after  the  bill  shall  have  actually  been  rendered. 

(3)  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  condi- 
tions as  indicated  by  operating  results  both  as  to  revenue  and  the 
character  of  service  rendered  warrant. 

(4)  The  schedule  of  rates  for  the  sale  of  gas  herein  allowed 
is  based  on  the  distribution  oi  gas  under  the  existing  standard 
of  600  B.  t.  u.  required  by  order  of  this  Board  issued  in  October, 
191 1.  If  and  when  the  Board  shall  change  this  standard  the 
rate  herein  allowed  shall  be  subject  to  revision  by  reason  of  such 
alteration  in  the  standard  of  B.  t.  u.'s. 

(5)  Beginning  at  the  effective  date  of  said  schedule  of  rates, 
the  company  is  to  render  to  the  Board  as  of  September  30,  1920, 
a  report  covering  the  operations  for  the  months  of  August  and 
September,  1920,  and  quarterly  thereafter.  These  reports  are 
to  show  the  Operating  Revenues,  Operating  Deductions  excluding 
Amortization,  Non-Operating  Income,  Income  Deductions  and 
balance  available  for  General  Amortization,  Dividends  and  Sur- 
plus, and  also  the  amount  appropriated  for  General  Amortization, 
together  with  a  comparison  with  the  figures  for  the  corresponding 
period  of  the  preceding  year.  This  statement  may  preferably 
follow  the  form  shown  in  the  annual  report  for  gas  utilities 
(page  21,  Income  Statement;  22,  lines  i  to  11,  Operating  Reve- 
nues ;  26,  lines  27  to  37,  with  amount  appropriated  for  Amortiza- 
tion, Account  495,  stated  separately  under  VI).  And  the  Board 
will  retain  jurisdiction  of  the  emergency  increase  as  herein  ap- 
proved for  the  purpose  of  modifying  same  as  and  if  the  condi- 
tions change. 

Dated  July  20,  1920. 
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No.  821. 

In  the  Matter  of  Proposed  Increase  of  Rates  by  the 
Tuckerton  Water  Company. 

1.  The  Board  does  not  approve  of  the  proposed  increase  in  the  minimum 
charge  for  unmetered  service  from  $6  to  $9,  but  will  approve  an  increase 
from  $6  to  $8. 

2.  The  estimated  gross  revenue  and  the  amount  which  the  company  re- 
quires in  order  to  pay  its  operating  expenses,  taxes,  insurance  and  something 
approaching  six  per  cent,  on  the  depreciated  value  of  the  property  are  so 
nearly  equal  that  in  the  Board's  opinion  the  increases  allowed  are  just  and 
reasonable. 

/.  Fithian  TcUem,  for  the  Petitioner. 

Wm,  E.  Blacknian,  for  the  Borough  of  Tuckerton. 

On  June  9,  1920,  the  Tuckerton  Water  Company  filed  with  the 
Board  a  proposed  increase  in  rates  providing  for  an  increase  in 
the  minimum  charge  for  unmetered  service  from  $6  to  $9  per 
year  and  an  increase  in  the  minimum  charge  for  metered  service 
from  $11  to  $14  per  year.  Metered  customers  to  be  allowed 
25,000  gallons  per  annum  for  the  set  minimum  rate  and  excess 
consumption  to  be  charged  for  at  the  rate  of  25  cents  per  M. 
gallons.  Metered  customers  using  in  excess  of  100,000  gallons 
per  annum  would  be  charged  at  the  rate  of  20  cents  per  M.  gal- 
lons. Fire  hydrants  to  be  charged  for  at  the  rate  of  $25  per 
year  each. 

Individual  consumers  and  representatives  of  the  municipality 
contend  that  the  Board  ought  not  to  consider  increased  rates 
for  the  Tuckerton  Water  Company  under  the  existing  condi- 
tions of  service,  but  on  the  other  hand,  they  also  stated  that  they 
were  perfectly  willing  that  the  company  should  have  adequate 
revenue  if  the  service  was  made  entirely  satisfactory. 

Since  the  application  was  filed  the  Board  has  had  the  system 
inspected,  and  it  is  found  that  the  service  now  being  rendered 
is  satisfactory.     If  for  any  reason  it  should  not  continue  so, 
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customers  are  invited  to  notify  the  Board  of  such  fact  without 
delay. 

During  the  past  few  years  there  have  been  a  number  of  inter- 
ruptions due  to  the  breakage  of  mains.  The  care  and  upkeep  of 
certain  parts  of  this  company's  property  have  not  been  up  to  the 
standard  which  this  Board  considers  safe,  adequate  and  proper. 
The  company  at  one  time  was  under  order  to  make  certain  repairs 
and  improvements  to  its  plant  and  system.  The  issuance  of  this 
order  became  necessary  because  of  the  tardiness  of  the  company 
in  putting  its  plant  in  proper  condition.  It  appears,  however, 
that  the  necessary  improvements  have  been  completed  and  that 
at  the  present  time  there  is  no  delinquency  on  the  part  of  the 
company. 

The  Board  does  not  approve  of  the  proposed  increase  in  the 
minimum  charge  for  its  unmetered  service  from  $6  to  $9,  but 
will  approve  the  increase  from  $6  to  $8.  The  gross  revenue  for 
1919  was  $3,063.  The  estimated  increases  on  the  basis  of  the  $8 
minimum  bill  for  unmetered  service  would  amount  to  $1,056, 
making  a  total  g^oss  revenue  of  approximately  $4,119.  This 
may  be  somewhat  of  an  over-estimate  due  to  lack  of  complete 
information  regarding  the  amount  of  water  used,  but  is  suf- 
ficiently accurate  for  the  purpose  of  this  report.  The  estimated 
gross  revenue  and  the  amount  which  the  company  requires  in 
order  to  pay  its  operating  expenses,  taxes,  insurance  and  some- 
thing approaching  six  per  cent,  on  the  depreciated  value  of  the 
property  are  so  nearly  equal  that  in  the  Board's  opinion  the  in- 
creases allowed  are  just  and  reasonable. 

The  Board  therefore  finds  and  determines: 

(i)  That  the  schedule  of  annual  minimum  bills  as  filed  is 
hereby  dismissed. 

(2)  That  the  company  may  file,  on  or  before  July  28,  eflFective 
for  all  water  sold  on  and  after  August  i,  1920,  the  following 
schedule  of  rates: 

(a)  The  minimum  charge  for  unmetered  service  shall  be  $8 
per  annum. 
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(b)  The  minimum  charge  for  metered  service  shall  be  $14 
per  atinum  for  which  the  metered  customers  are  to  be  allowed 
25,000  gallons  per  annum.  Excess  consumption  over  and  above 
the  25,000  gallons  and  up  to  100,000  gallons  shall  be  charged  for 
at  the  rate  of  25  cents  per  thousand  gallons.  For  any  excess 
over  100,000  gallons  per  annum  the  charge  shall  be  at  the  rate 
of  20  cents  per  thousand  gallons. 

(c)  Fire  hydrants  are  to  be  charged  for  at  the  rate  of  $25 
per  year  each. 

Dated  July  20,  1920. 


No.  822. 

In  the  Matter  of  the  Proposed  Increase  in  Rates  by  the 
New  Jersey  Gas  Company. 

1.  It  is  known  to  the  Board  that  there  have  been  no  decreases  in  the  items 
of  cost  which  were  considered  in  its  previous  report,  excepting  that  of  gas 
oil  temporarily,  and  this  has  now  gone  higher  than  ever  in  the  history  of 
making  gas. 

2.  The  increase  in  oil  cost  and  consequently  in  the  cost  of  producing  gas  is 
so  much  as  to  make  necessary  the  corresponding  increase  in  the  rate  to  be 
charged. 

3.  The  rate  increase  as  filed  will  be  permitted,  effective  with  July,  1920 
sales. 

Norman  Grey,  for  the  Company. 

Samuel  P.  Hagerman,  for  Township  of  Gloucester. 

Charles  S.  King,  for  Township  of  Clementon. 

S,  W.  Hurd,  for  Borough  of  Vineland. 

Benjamin  Stevens,  for  Township  of  Landis. 

On  June  28  the  New  Jersey  Gas  Company  filed  its  petition 
setting  forth  that  its  contract  for  the  purchase  of  gas  oil  from 
the  Standard  Oil  Company  had  expired  on  June  10,  1920;  that 
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it  was  unable  to  renew  its  contract  and  that  the  lowest  price  it 
could  obtain  gas  oil  for  was  12^4  cents  per  gallon  f.  o.  b.  Bayonne, 
N.  J.,  at  which  price  the  oil  cost  per  thousand  cubic  feet  of  gas 
is  51.205  cents  ,  or  an  increase  of  26.125  cents  per  thousand  cubic 
feet  of  gas ;  and  asked  permission  to  increase  its  rate  for  gas  by- 
adding  to  its  existing  schedule  of  rates  for  gas  supplied  to  all 
consumers  26.125  cents  per  thousand  cubic  feet,  said  rate  to  be- 
come effective  July  i,  1920. 

The  Board  issued  an  order  suspending  the  new  rate  until  a 
hearing  and  investigation  could  be  made  upon  the  said  applica- 
tion. 

The  proposed  increase  is  the  exact  amount  of  the  increased 
cost  due  to  the  rise  in  the  price  of  gas  oil  paid  by  the  company 
between  June  10,  191 9,  and  June  10,  1920,  and  the  immediate 
increase  in  price  after  that  period. 

The  present  rates  of  this  company  were  fixed  by  the  Board 
after  full  inquiry  into  all  matters  concerning  the  company's 
financial  affairs,  including  valuation  of  the  property,  earnings, 
expenses,  etc. 

The  report  of  the  Board  dated  September  10,  19 18,  shows  that 
one  of  the  principal  reasons  for  granting  the  rate  of  $1.65  and 
25  cents  for  readiness  to  serve  charge  was  that  at  that  time  the 
company  was  obliged  to  pay  for  gas  oil  from  7.23  cents  to  10.50 
cents  per  gallon. 

Mr.  Lightfoot,  the  principal  witness  for  the  company,  testified 
at  the  hearing  July  9,  191 8,  that  the  principal  items  of  cost  that 
had  materially  increased  were  labor,  coal  and  oil ;  that  gas  oil  cost 
the  company  delivered  at  Glassboro  10.50  cents  per  gallon,  and 
that  is  the  figure  he  used  in  making  up  his  cost  exhibits  in  that 
proceeding.  The  witness  further  stated  that  the  changed  condi- 
tions and  the  unexpected  and  unusual  increase  in  the  costs  of  oil, 
coal  and  labor  to  the  company  between  January  i,  19 18,  and 
July  I,  1918,  would,  in  his  judgment,  require  a  rate  of  $1.80  per 
1,000  cubic  feet  of  gas  in  addition  to  the  readiness  to  serve 
charge. 


Digitized  by 


Google 


Board  of  Public  Utility  Commissioners.  263 

New  Jersey  Gas  Co. — Rates. 

The  increased  coal  and  labor  costs  to  the  company  materialized 
during  the  year  1919,  but  owing  to  the  fact  that  the  company 
succeeded  in  making  an  oil  contract  with  the  Standard  Oil  Com- 
pany at  6  cents  per  gallon  for  the  term  hereinbefore  stated,  the 
decrease  in  the  price  of  oil  absorbed  the  other  increases.  This 
situation  is  so  obvious  from  the  testimony  and  exhibits  in  the 
previous  application ;  its  annual  report  to  the  Board  for  the  year 
19 1 9,  and  the  witnesses  produced  at  the  hearing  of  July  12, 
instant,  that  the  Board  considers  serious  and  irremediable  finan- 
cial loss  may  result  to  the  company  if  it  dealt  technically  with 
the  pending  application.  A  receivership  would  be  inevitable ;  or 
worse,  the  failure  to  obtain  sufficient  revenue  may  even  bring 
about  a  cessation  of  the  gas  service  which  must  be  avoided,  if 
possible. 

It  is  known  to  the  Board  that  there  have  been  no  decreases 
in  the  items  of  cost  which  were  considered  in  its  previous  report, 
excepting  that  of  gas  oil  temporarily  and  this  has  now  gone 
higher  than  ever  in  the  history  of  making  gas.  . 

The  increase  in  oil  cost  and  consequently  in  the  cost  of  pro- 
ducing gas  is  so  much  as  to  make  necessary  the  corresponding 
increase  in  the  rate  to  be  charged. 

The  Board  therefore  finds  and  determines  that  the  rate  increase 
as  filed  will  be  permitted  effective  with  July,  1920,  sales. 

The  increase  herein  allowed  will  be  treated  as  an  emergency 
surcharge  and  will  be  subject  to  all  the  conditions  recited  in  full 
in  the  Board's  report  of  September  10,  1918  (P.  U.  C.  Reports, 
volume  VI,  pages  416  et  seq.),  and  more  especially  as  set  forth 
in  paragraphs  3. and  4  of  the  Board's  findings. 

The  schedule  of  rates  for  the  sale  of  gas  herein  allowed  is 
based  on  the  distribution  of  gas  under  the  existing  standard  of 
600  B.  t.  u.  required  by  order  of  this  Board  issued  in  October 
191 1.  Should  the  Board  change  this  standard,  the  rate  herein 
allowed  shall  be  subject  to  revision  by  reason  of  such  alteration 
in  the  standard  of  B.  t.  u.'s. 

Dated  July  20,  1920. 

Commissioner  Wright  dissents. 
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E.  Paterson  vs.  Pub.  Serv.  Ry.  Co. 


No.  823. 

In  the  Matter  of  the  Borough  of  East  Paterson  vs.  Pub- 
lic Service  Railway  Company — Overlapping  of  Fare 
Zones. 

/.  W.  De  Yoe,  for  Borough  of  East  Paterson. 

L.  D.  H,  Gilmowr,  for  the  Company. 

The  petition  in  this  case  prays  for  an  overlapping  of  the  fare 
zone  on  the  street  railway  of  the  Public  Service  Railway  Com- 
pany which  runs  from  Broadway  and  Main  Street  in  the  city  of 
Paterson  through  the  Borough  of  East  Paterson,  Saddle  River 
Township,  Midland,  Maywood,  Hackensack,  Bogota,  Leonia  and 
Edgewater  to  the  Hudson  River.  The  Borough  of  East  Paterson 
adjoins  the  City  of  Paterson  on  the  east  and  extends  from  the 
Passaic  River  to  the  line  of  the  Bergen  County  Branch  of  the 
Erie  Railroad.  At  the  present  time  the  first  fare  zone  going  east 
on  Broadway  from  Broadway  and  Main  Street  in  the  City  of 
Paterson,  extends  to  the  east  end  of  the  bridge  on  the  Passaic 
River.  It  is  proposed  to  extend  this  zone  for  residents  of  the 
borough  of  East  Paterson  to  the  tracks  of  the  Erie  Railroad, 
being  the  eastward  limit  of  said  borough. 

The  Borough  of  East  Paterson  is  sparsely  settled  along  the 
track  of  the  Public  Service  Railway  Company,  there  being  about 
sixty  dwelling  houses  to  the  north  and  about  thirty-one  on  the 
south  side  of  said  railway.  The  evidence  before  the  Board  shows 
that  daily  about  140  people  from  the  Borough  of  East  Paterson 
use  the  cars  of  the  railway  company  to  go  west  into  Paterson  and 
about  152  persons  coming  east  from  Paterson  alighted  in  the 
borough  limits. 

An  application  for  the  extension  of  this  zone  has  been  before 
the  Board  in  the  matter  of  Warren  Point  Social  and  Improve- 
ment Association  vs.  Public  Service  Railway  Company,  Vol.  Ill 
N.  J.  Public  Utility  Reports,  page  226,  wherein  the  Board  said, 
quoting  the  language  in  the  case  of  South  Englewood  Improve- 
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ment  Association  vs.  New  Jersey  and  Hudson  River  Railway 
and  Ferry  Company,  Vol.  I,  N.  J.  Public  Utility  Reports,  page 
223,  "the  proper  remedy  (upon  petition  by  a  municipality  for  a 
change  of  zone)  is  not  one  that  would  savor  of  favoritism  to  one 
particular  locality  now  adversely  affected  by  the  zone  system,  but 
a  reconstitution  of  the  entire  system." 

The  Board  is  of  the  opinion  that  the  present  application  pre- 
sents no  new  facts  and  is  governed  by  the  ruling  in  the  previous 
case. 

The  petition  will,  therefore,  be  dismissed. 

Dated  July  21,  1920. 


No.  824. 

In  the  Matter  of  the  Proposed  Increase  in  Rates  of  the 
City  Gas  Light  Company. 

1.  Application  is  made  by  a  gas  company  for  approval  of  an  increase  from 
$1.50  to  $2.15  in  the  rate  per  thousand  cubic  feet  for  gas  sold  to  ordinar>' 
metered  customers,  in  addition  to  fixed  service  charges  previously  approved 
by  the  Board. 

2.  The  company  states  that  it  is  seeking  only  enough  additional  revenue  to 
meet  the  increased  cost  of  operation. 

3.  The  Board  undertakes  to  determine  \Nhat  is  a  fair  price  to  be  charged 
for  gas  during  the  coming  year,  taking  into  account  solely  the  increase  in 
expenses  over  those  of  the  preceding  year,  and  finds  that  the  schedule  of 
rates  proposed  is  unreasonable.  A  rate  of  $1.90  per  thousand  cubic  feet  is 
allowed ;  the  existing  schedule  of  fixed  service  charges  to  remain  in  effect. 

L,  C  Ritchie,  for  the  Petitioner. 

A.  C.  Boswell,  for  Ocean  City. 

On  June  14,  1920,  the  City  Gas  Light  Company,  which  supplies 
gas  in  the  city  of  Ocean  City,  Cape  May  County,  New  Jersey, 
filed  an  application  for  the  Board's  approval  of  an  increase  from 
$1.50  to  $2.15  in  the  rate  per  thousand  cubic  feet  of  gas  sold  to 
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ordinary  metered  customers,  in  addition  to  the  fixed  service 
charges  approved  by  the  Board  under  date  of  July  15,  1919. 

The  reason  for  seeking  at  the  present  time  an  increase  in  the 
price  for  gas  is  stated  in  the  petition  to  be  the  need  of  additional 
revenue  to  meet  the  increase  in  expenses  during  the  coming  year, 
especially  the  extraordinary  rise  in  the  cost  of  fuel  and  gas  oil. 
According  to  the  testimony  given  at  the  hearing  in  this  matter 
there  has  already  been  an  increase  of  $1.73  per  ton  in  the  cost 
of  anthracite  coal  delivered  over  the  average  price  thereof  in 
1919,  $2.22  in  the  cost  of  bituminous  coal  and  7.6  cents  in  the 
price  per  gallon  of  gas  oil.  The  total  estimated  increase  in  ex- 
penses for  the  coming  year  is  $28,051.85,  made  up  as  follows : 

Anthracite  coal,   $1,35945 

Bituminous  coal,    1,378-35 

Gas  oil,   12,502.93 

Labor,    3,730.oo 

Taxes, 2,478.31 

Working  capital 4,126.85 

Emergency,    2,475.96 

$28,051.85 

The  quantity  of  coal  and  oil  used  by  the  company  in  calculating 
the  above  increased  expenses  for  these  items  is  ten  per  cent, 
greater  than  the  amount  actually  used  in  19 19,  which  possibly 
may  be  somewhat  too  low  in  view  of  the  fact  that  there  is  antici- 
pated an  increased  output  for  the  coming  year  of  approximately 
twenty  per  cent,  over  1919.  On  the  other  hand,  in  arriving  at  the 
increase  in  the  cost  of  oil,  fifteen  cents  has  been  taken  as  the  price 
per  gallon,  whereas  fourteen  cents  will  probably  be  nearer  the 
average  price  for  the  entire  twelve  months  of  the  year.  This 
difference  would  reduce  the  total  estimated  increased  cost  by  about 
$1,600  or  $218  more  than  the  excess  cost  of  a  twenty  per  cent,  in- 
crease in  the  quantity  of  coal  and  oil  to  be  consumed  over  a  ten  per 
cent,  increase  as  used  in  calculating  the  first  three  amounts  in 
the  above  estimate,  the  sum  of  which  is  $15,240.73.  This  figure 
represents  the  increased  cost  due  to  the  higher  prices  per  ton  and 
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per  gallon  prevailing  at  the  present  time  for  coal  and  oil  and 
does  not  include  any  allowance  for  a  greater  cost  at  the  1919 
prices  on  account  of  a  larger  output.  The  total  cost  of  all  produc- 
tion supplies  in  1919  was  $21,878.87.  For  a  twenty  per  cent, 
increased  output  the  cost  of  such  materials  would  have  been 
approximately  $4,000  greater.  This  amount  should  be  included 
as  one  of  the  items  of  increase  in  expenses,  and  in  the  following 
calculation  will  be  substituted  for  the  last-named  item  in  the 
above  estimate  designated  "emergency,"  sufficient  details  of 
which  are  not  given  in  any  of  the  exhibits  submitted  by  the  com- 
pany. 

The  item  of  $4,126.85  for  additional  working  capital  should 
also  be  excluded,  and  only  the  amount  of  interest  required  to  be 
paid  on  that  sum  of  borrowed  money  included  as  a  part  of  the 
increased  expenses  for  which  additional  revenue  is  needed.  In- 
terest at  six  per  cent,  on  $4,126.85  added  to  the  total  interest 
charges  for  1919  will  make  a  total  for  1920  of  approxi- 
mately $12,500. 

Eliminating  the  $4,126.85  from  the  estimate  of  increased  ex- 
penses, and  making  the  several  other  changes  indicated  in  the 
second  preceding  paragraph,  will  give  a  total  of  $25,231.04 
as  the  total  amount  of  increase  in  operating  expenses 

and  taxes  for  1920  over  those  in  1919,  viz 47,963.20 

The  total   interest  charges   for  the  year,  as  given 

above,  are    12,500.00 

which  added   to  the  above  two  figures   make   the 

total  amount  required  to  meet  operating  expenses 

and  fixed  charges   $85,694.24 

The  amount  of  revenue  for  the  year  from 

street  lighting  as  per  contract  with  the 

city  is    $1,618.33 

The  amount  of  revenue  for  1920  from  the 

meter   surcharge   is   estimated    by   the 

company  to  be 7,696.05 
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No  estimate  is  given  by  the  latter  of  any 
other  revenue  for  the  year,  but  accord- 
ing to  Ex.  P-14  the  amount  of  gas 
merchandise  and  other  miscellaneous 
revenue  during  the  first  four  months  of 
1920,  was  $1,127.99  and  accordingly 
it  seems  reasonable  to  expect  that  the 
total   revenue   for  the  year  from   this 

source  will  be  approximately 3,000.00 

12,314.38 


Deducting  the  sum  of  these  three  items  of  revenue 
from  the  above  $85,694.24,  total  operating  ex- 
penses  and  taxes,   leaves    $73»379-86 

as  the  amount  of  revenue  required  from  the  sale  of  gas  through 
regular  and  prepayment  meters.  The  estimated  sales  from  the 
latter  sources  for  1920,  as  per  Exhibit  P-24,  are  approximately 
40,000,000  cubic  feet,  which,  divided  into  $73,379.86,  gives 
$1.83  as  the  average  rate  per  thousand  cubic  feet  of  gas  sold  to 
all  regular  and  prepayment  meter  gas  customers,  that  will  yield 
the  company  sufficient  revenue  to  meet  all  estimated  increase  in 
expenses  during  the  twelve  months  beginning  July  i,  1920. 

Inasmuch,  however,  as  the  increase  in  rate  can  not  take  effect 
until  August  1st,  there  will  be  one  month's  revenue  at  the  old 
rate,  which,  it  is  estimated,  will  yield  about  $2,800  less  revenue 
than  the  company  would  earn  during  July,  if  a  rate  of  $1.83  per 
thousand  cubic  feet  had  gone  into  effect  on  the  first  of  the  month. 
To  make  up  this  loss  within  twelve  months  will  require  an  addi- 
tion to  the  rate  of  approximately  seven  cents,  making  $1.90  as 
the  rate  per  thousand  cubic  feet  for  gas  sold  to  all  metered  cus- 
tomers during  the  year  ending  July  31,  1921. 

In  both  the  petition  of  the  company  and  in  the  testimony  taken 
at  the  hearing  in  this  matter  it  is  stated  that  the  company  is  not 
seeking  at  this  time  an  increase  in  rates  to  yield  a  fair  return  on 
its  invested  capital,  but  only  enough  additional  revenue  to  meet 
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the  increased  cost  of  operation.  For  this  reason  the  Board  in 
this  report  does  not  consider  the  question  of  a  return  on  the 
value  of  the  company's  property,  but  undertakes  to  determine 
what  is  a  fair  price  to  be  charged  for  gas  during  the  coming 
year,  taking  into  account  solely  the  increase  in  expenses  over 
those  of  the  preceding  year. 

The  Board  therefore  finds  and  determines: 

(i)  That  the  schedule  of  rates  proposed  by  the  petitioner  is 
unreasonable  in  view  of  the  testimony  adduced  and  the  petition 
will  therefore  be  dismissed. 

(2)  That  the  company  may  file  the  following  schedule  of 
rates  effective  for  all  gas  sold  on  and  after  August  i,  1920: 

(a)  The  rate  for  metered  gas  consumed  shall  be  $1.90  per 
thousand  cubic  feet. 

(b)  The  existing  schedule  of  fixed  service  charges  shall  con- 
tinue in  force,  which  is  as  follows: 

3     &    5  light  meters, 250  per  mo.  or  $3.00  per  year 

5A  &  ID  "  "  

loA  &  20     "  "  

30  "  "  

45  "  "  

30A  &  60  "  "  

100  "  "  

150  "  "  

200  "  "  


30c 

«        II 

"       3.60 

40c 

<i        II 

"       4.80 

50c 

1        II 

"     6.00 

65c 

1        II 

"     7.80 

80c 

1        II 

"     9.60 

$1.20 

1        II 

"   14.40 

1.70    ' 

1        II 

"   20.40 

2.20 

1        II 

"  26.40 

(3)  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  condi- 
tions as  indicated  by  operating  results  both  as  to  revenue  and  the 
character  of  service  rendered  warrant. 

(4)  The  schedule  of  rates  for  the  sale  of  gas  herein  allowed 
is  based  on  the  distribution  of  gas  under  the  existing  standard 
of  600  B.  t.  u.,  required  by  order  of  this  Board  issued  in 
October,  191 1.  If  and  when  the  Board  shall  change  this  stand- 
ard the  rate  herein  allowed  shall  be  subject  to  revision  by  rea- 
son of  such  alteration  in  the  standard  of  B.  t.  u.'s. 
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(5)  Beginning  at  the  effective  date  of  said  schedule  of  rates, 
the  company  is  to  render  to  the  Board  monthly  reports.  These  re- 
ports are  to  show  the  Operating  Revenues,  Operating  Deductions, 
excluding  Amortization,  Non-Operating  Income,  Income  Deduc- 
tions and  Balances  available  for  General  Amortization,  Dividends 
and  Surplus,  and  also  the  amount  appropriated  for  General 
Amortization,  together  with  a  comparison  with  the  figures  for 
the  corresponding  period  of  the  preceding  year.  This  statement 
may  preferably  follow  the  form  shown  in  the  annual  report  for 
gas  utilities  (page  21,  Income  Statement;  22,  lines  i  to  11,  Oper- 
ating Revenues;  26,  lines  27  to  37,  with  amount  appropriated 
for  Amortization,  Account  495,  stated  separately  under  VI). 
And  the  Board  will  retain  jurisdiction  of.  the  emergency  increase 
as  herein  approved  for  the  purpose  of  modifying  same  as  and 
if  the  conditions  change. 

Dated  July  23,  1920. 


No.  825. 

Louis  P.  Horning 

vs, 

Elizabethtown  Gas  Light  Company. 

1.  That  public  utilities  may  discontinue  service  after  reasonable  notice  n 
a  correct  account  for  service  rendered  is  not  paid  has  been  approved  by  the 
Board. 

2.  Except  in  rare  cases,  discontinuance  of  service  will  lead  to  payment  of 
accounts  to  which  the  utility  is  entitled,  as  complainants  will  not  suffer  the 
inconvenience  from  such  discontinuance. 

3.  If  payment  is  not  made,  suit  is  not  brought,  and  the  time  passes  in 
which  the  company  would  have  a  standing  in  a  court  of  law  as  the  com- 
plainant in  an  action  against  a  debtor,  it  should  not  be  privileged  to  deny 
service  because  of  non-payment  of  the  old  account. 

John  Kean,  for  the  Respondent. 

L.  Edicard  Herrmann,  for  the  Commission. 
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The  complainant  in  this  proceeding  states  that  having  installed 
a  gas  range  at  his  home  he  applied  to  the  Elizabethtown  Gas 
Light  Conpany  for  a  meter,  that  "the  company  absolutely  re- 
fused to  put  in  a  meter  basing  their  refusal  on  some  differences 
"w^e  may  have  had  sixteen  years  ago,  when  I  discontinued  the  use 
of  gas  on  my  premises,  having  at  the  time  installed  electricity." 

The  complaint  was  referred  to  the  Board's  inspector  who  sub- 
mitted a  report  which  stated : 

"Investigation  shows  that  the  company  has  not  acted 
on  the  application  of  the  complainant  owing  to  the  non- 
payment of  bills  rendered  for  service  during  the  year 
1903  and  1904.  The  company's  ledgers  indicate  that 
the  bills  rendered  for  gas  used  from  November  2,  1903, 
to  February  25,  1904,  amounting  to  $15.75,  have  not 
been  paid,  and  service  apparently  was  denied  the  com- 
plainant owing  to  the  non-payment  of  these  bills.  From 
the  information  obtained  by  the  Board's  inspector,  no 
attempt  was  made  to  collect  the  bills  other  than  by 
shutting  off  the  gas  and  denying  services. 

It  would  therefore  appear  that  the  company  is  not 
justified  at  this  time  in  denying  service  to  the  com- 
plainant for  the  non-payment  of  the  bills  rendered  six- 
teen years  ago,  and  it  is  recommended  that  if  the  com- 
plainant will  make  the  regular  application  for  service 
at  the  office  of  the  company  and  pay  the  customary 
deposit  to  guarantee  the  payment  of  bills  in  the  future 
that  a  meter  be  installed  and  service  furnished  to  him 
in  accordance  with  the  company's  regular  schedule  of 
rates  as  filed  with  the  Board." 
A  copy  of  this  report  was  sent  to  the  company  which  was 
informed  that  the  Board  desired  information  as  to  its  position 
upon  the  recommendation  contained  in  the  report.     The  com- 
pany in  reply  stated : 

"Our  records  show  that  Mr.  Horning  still  owes  this 
company  $15.75  for  gas  furnished  him.    We  have  no 
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information  that  this  charge  was  ever  disputed,  and  it 

is  not  the  custom  of  this  company  to  furnish  service  to 

a  customer  until  his  outstanding  bill  has  been  paid." 

On  receipt  of  the  company's  answer,  the  matter  was  placed  on 

the  Board's  calendar  for  hearing,  of  which  due  notice  was  given. 

The  company  was  represented  at  the  hearing  and  called  as  a 

witness  Henry  W.  Crane,  its  bookkeeper  and  cashier.    The  facts 

as  stated  by  the  complainant  are  admitted  by  the  company,  except 

that  the  company  claims  it  has  no  record  or  knowledge  of  any 

dispute  as  to  the  bill. 

It  is  admitted  by  the  company  that  no  suit  was  ever  instituted 
for  the  amount  claimed.  Mr.  Crane,  upon  examination  by  the 
Board's  counsel,  testified  as  follows: 

'*Q.  What  is  the  practice  of  the  company  with 
reference  to  bringing  suit  for  unpaid  gas  bills? 

A.  It  has  never  been  our  custom  to  sue  anyone  for 
an  unpaid  gas  bill.  We  had  done  it  in  one  case  which 
occurred  just  recently ;  that  is  the  only  one  I  have  any 
knowledge  of. 

Q.  Mr.  Horning  was  a  property  owner,  was  he? 
A.  I  think  so. 

Q.  And  the  "bill  could  have  been  collected  from  him 
by  suit,  had  it  been  brought  within  the  six  years  pro- 
vided by  law  ? 

A.  Possibly,  I  don't  know." 
The  treasurer  of  the  company,  its  representative  at  the  hearing, 
in  a  brief  argument,  claimed  that  notwithstanding  the  statute 
of  limitations,  the  company's  right  still  exists,  that: 

"the  limitation  is  a  mere  bar  of  the  remedy  of  law, 

and  that  the  debt  is  not  extinguished  and  that  it  still 

exists  and  under  our  rules  he  is  not  entitled  to  service." 

That  public  utilities  may  discontinue  service  after  reasonable 

notice,  if  a  correct  account  for  service  rendered  is  not  paid  has 

been  approved  by  this  Board.    Service  should  not  be  discontinued 

if  the  account  is  disputed  and  appeal  is  made  to  the  Board  for 
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investigation,  nor  unless  in  the  case  of  complaint  the  investiga- 
tion shows  the  amount  claimed  by  the  company  to  be  justly  due. 

If  the  investigation  shows  reasonable  doubt  as  to  the  cus- 
tomer's liability,  the  Board  will  not  permit  the  company  to  refuse 
service  in  an  effort  to  enforce  payment  of  its  claim.  In  such 
case  the  utility,  if  unwilling  to  compromise  the  account,  should 
press  its  claim  by  suit.  The  right  of  a  public  utility  to  discon- 
tinue service  for  non-pa>Tnent  of  amounts  justly  claimed  for 
service  rendered  is  recognized  because  it  is  in  the  interest  of  the 
public  as  well  as  the  utility  that  the  enterprise  shall  be  conductd 
without  unnecessary  waste.  This  involves  a  minimum  of  loss 
through  bad  accounts.  Material  losses  through  failure  to  collect 
accounts  or  continual  bringing  of  individual  suits  to  enforce 
payment  of  numerous  small  accounts  of  delinquent  debtors  would 
in  time  be  reflected  in  the  rate  charged  for  service. 

Except  in  rare  cases,  discontinuance  of  service  will  lead  to 
payment  of  accounts  to  which  the  utility  is  entitled,  as  com- 
plainants will  not  suffer  the  inconvenience  resulting  from  such 
discontinuance.  The  utility  is,  of  course,  privileged  to  bring 
suit  for  the  amount  of  its  claim  if  voluntary  payment  thereof 
does  not  follow  discontinuance  of  the  service.  If  this  is  not  done 
and  the  time  passes  in  which  the  company  would  have  a  standing 
in  a  court  of  law  as  the  complainant  in  an  action  against  a 
debtor,  it  seems  to  us  it  should  not  be  privileged  to  deny  service 
because  of  non-payment  of  the  old  account. 

The  distinction  between  a  public  utility  and  an  ordinary  busi- 
ness concern  has  been  frequently  indicated.  The  latter  may 
refuse  to  sell  its  wares  to  one  who  has  not  paid  a  past  account 
or  for  other  reasons  which,  in  the  judgment  of  the  seller,  make 
the  prospective  buyer  undesirable  as  a  customer.  In  such  cases 
the  buyer  may  turn  to  someone  else  dealing  in  the  same  ma- 
terials and  purchase  from  him.  The  buyer  of  utility  service  has 
no  other  place  to  go  but  to  the  utility  which  supplies  it.  Denied 
by  the  utility,  he  must  go  without.  Therefore,  denial  of  service 
cannot  be  permitted  unless  it  clearly  appears  that  the  party  de- 
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siring  it,  because  of  dereliction  on  his  part,  is  not  entitled  to  re- 
ceive it.  The  right  of  the  company  when  it  discontinued  service 
to  the  complainant  in  this  proceeding;  whether  its  action  was 
reasonable  and  would  have  been  sustained  by  a  Board,  had  such 
existed,  with  powers  and  duties  similar  to  those  vested  in  this 
Commission,  we  will  not  now  undertake  to  determine. 

At  any  time  within  six  years  after  the  complainant  became 
indebted  to  the  company  it  could  have  brought  suit  to  collect  the 
account.  This  it  did  not  do.  Now  being  estopped  from  collect- 
ing the  account  by  legal  process,  we  are  of  the  opinion  it  should 
not  be  permitted  to  enforce  payment  by  denial  of  service  which 
the  complainant  now  desires  and  which  he  cannot  obtain  from 
any  other  source. 

The  company  therefore  should,  upon  application  by  the  com- 
plainant, install  a  meter  and  supply  service  to  him.  It  is,  how- 
ever, entitled  to  a  deposit  reasonable  in  amount  to  protect  it 
against  future  loss. 

Upon  the  complainant  depositing  with  the  company  a  sum 
equal  to  that  which  it  would  require  from  other  customers  fairly 
comparable  with  the  complainant  as  to  probable  use  of  gas  and 
with  whom  satisfactory  credit  relations  do  not  exist,  the  com- 
pany should  install  a  meter  and  supply  gas  to  him. 

An  order  will  so  enter. 

Dated  July  27,  1920. 

ORDER, 

This  matter  having  been  duly  heard,  and  the  Board  having  on 
the  date  hereof  made  and  filed  a  report  containing  its  findings  of 
fact  and  conclusions  thereon,  which  report  by  reference  thereto 
is  made  part  hereof, 

Hereby  orders  the  Elizabethtown  Gas  Light  Company  to 
install  for  Louis  P.  Horning  at  his  residence,  27  South  Broad 
Street,  Elizabeth,  New  Jersey,  a  gas  meter  and  to  supply  gas  to 
the  said  Louis  P.  Horning  upon  application  being  made  therefor 
and  upon  the  making  of  a  deposit  of  the  sum  of  ten  dollars  ($10) , 
which  deposit  shall  be  later  reduced  if  it  appears  that  it  is  in  ex- 
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cess  of  an  amount  necessary  to  reasonably  protect  the  company 
against  loss  from  non-payment  of  its  bills  for  gas. 
This  order  shall  become  effective  August  18,  1920. 


No.  826. 

In  the  Matter  of  the  Proposed  Increase  in  Rates  op  the 
Coast  Gas  Company. 

I.  A  gas  company  is  allowed  to  increase  its  rates  to  meet  increased  costs  of 
oil,  coal  and  labor,  accruing  since  its  rate  was  fixed  by  the  Board. 

L,  C.  Ritchie,  for  the  Company. 

Ward  Kremer,  for  Borough  of  Bradley  Beach  and  Neptune 
Township. 

Harry  R.  Cooper,  for  Belmar. 

On  May  18,  1920,  the  Coast  Gas  Company,  having  its  office 
in  Belmar,  and  supplying  municipalities  along  the  coast  extending 
from  Ocean  Grove  southward  to  Bay  Head,  filed  a  proposed 
schedule  of  rates  providing  for  increases  in  the  charge  for  gas. 

The  rate  charged  by  the  company  at  the  present  time  to  the 
ordinary  metered  customers  is  $1.50  per  thousand  cubic  feet,  plus 
a  service  charge  made  in  accordance  with  the  following  schedule : 
For  each  connected  customer  through  a  three  or  five-light  meter 
a  fixed  service  charge  of  twenty-five  cents  per  month;  for  cus- 
tomers served  through  larger  meters,  an  additional  fixed  service 
charge  of  one  cent  per  month  per  one  light  increase  in  the  capacity 
of  the  meter.  The  fixed  service  charge  was  allowed  as  a  sur- 
charge upon  the  existing  rate  in  accordance  with  the  report 
issued  by  this  Board  June  19,  1918. 

In  the  petition  filed  by  the  company  it  is  proposed  to  increase 
the  rate  fifty  cents  to  a  base  rate  of  $2  per  thousand  cubic  feet. 
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At  the  hearings  in  this  matter  numerous  exhibits  were  sub- 
mitted, showing  the  financial  conditions  of  the  company,  the 
earnings,  operating  expenses,  etc.  These  exhibits  showed  that 
the  cost  of  operation  had  been  increasing,  but  the  officials  of  the 
company,  in  beginning  the  submission  of  its  case  to  the  Board, 
stated  that  they  had  been  hopeful  of  getting  through  the  emer- 
gency without  any  further  change  in  the  rates  expecting  that 
the  increased  business  would  compensate  for  the  increased  cost 
of  service.  The  extraordinary  increases  in  cost  of  fuel  and  gas 
oil  which  occurred  in  the  spring  of  this  year  made  it  necessary, 
in  their  opinion,  to  request  the  approval  of  a  further  increase 
in  rate.  The  testimony  submitted  was  to  the  effect  that  the  gen- 
eral coal  had  risen  at  this  time  to  a  price  of  $7.50  at  the  mines, 
plus  the  freight,  whereas  the  rate  in  1916  was  about  $3  at  the 
mine.  Bituminous  coal,  required  for  the  production  of  steam, 
has  risen  from  approximately  $1.50  in  1916  to  between  $5  and  $6 
at  the  present  time,  these  prices  being  charged  at  the  mine,  the 
cost  of  freight  being  added.  Testimony  also  was  conclusive  to 
the  effect  that  the  cost  of  gas  oil  had  risen  considerably  more 
than  100  per  cent.,  or  from  a  price  of  about  6.5  cents  for  1919 
to  approximately  15  cents  per  gallon  in  the  spring  of  1920. 

VALUATION. 

Since  the  Board's  report  in  the  matter  of  rates  of  this  com- 
pany, dated  June  19,  19 18,  was  issued,  the  net  additions  to  the 
property  have  amounted  to  approximately  $20,000.  It  will  not 
be  necessary  to  take  up  the  question  of  valuation  further  in  this 
report. 

EARNINGS  AND  EXPENSES. 

Exhibits  submitted  by  the  company  give  in  detail  the  costs  of 
operation.  Exhibit  P-3  is  the  operating  financial  statement  for 
the  year  ending  December  31,  19 19;  Exhibit  P-5  being  a  similar 
statement  for  the  year  1918.  From  Exhibit  P-3  it  is  found  that 
after  allowing  the  normal  amount  for  depreciation,  there  was 
available   for  payment  of   interest  and  dividends  the   sum  of 
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$43^381,  which  is  slightly  more  than  five  per  cent,  on  the  value 
of  the  physical  property.  In  the  year  191 8  the  depreciation 
account  received  about  $3,600  less  than  the  amount  which  the 
company  considered  necessary,  and  it  had  available  for  payment 
of  interest  $38,250,  this  being  required  in  order  to  pay  the  inter- 
est and  keep  the  company  from  receivership.  The  improved 
financial  results  in  the  year  1919  are  due  partly  to  the  addition 
of  the  readiness-to-serve  charge  which  brought  in  the  yeai^  the 
amount  of  $12,119,  and  partly  to  the  fact  that  the  amount  of 
gas  sold  by  the  company  in  1919  was  considerably  in  excess  of 
the  amount  sold  in  any  previous  year. 

In  the  winter  and  early  spring  of  1920  prices  for  gas  oil  com- 
menced to  increase  and  in  the  course  of  a  few  weeks  had  risen 
to  prices  ranging  between  13.5  cents  and  15.5  cents  per  gallon. 
The  average  price  paid  for  the  year  191 9  was  7.144  cents  per 
gallon.  As  a  little  over  four  gallons  of  oil  are  used  for  every 
thousand  cubic  feet  of  gas,  the  effect  on  the  cost  of  production  is 
readily  apparent.  In  order  to  show  the  gradual  increases,  the 
company  submitted  as  exhibits  financial  statements  for  the  months 
of  January,  February  and  March  of  this  year. 

INCREASES  IN  COST  OE  PRODUCTION. 

As  has  already  been  stated,  and  has  become  well  known  to  the 
general  public,  the  cost  of  fuel  and  of  gas  oil  has  very  materially 
increased,  and  at  the  present  time  there  is  no  immediate  prospect 
of  reduction  in  these  prices.  The  estimated  increases  in  costs 
do  not  apply  to  the  calendar  year  of  1920,  but  would  refer  to  a 
twelve-month  commencing  at  a  date  since  the  present  prices 
became  effective,  which  was  about  May  i  of  this  year.  Certain 
of  the  increases  became  effective  after  the  hearing  in  this  matter 
was  commenced,  so  that  at  the  last  hearing  the  company  sub- 
mitted in  exhibit  form  a  statement  showing  additional  increases, 
one  of  which  was  an  increase  in  taxes  payable  during  the  current 
year. 

It  is  the  opinion  of  the  Board  that  this  matter  should  be  dealt 
with  as  an  emergency  measure  and  such  increases  as  may  be 
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allowed  should  take  account  only  of  the  actual  increases  in  fuel, 
gas  oil,  labor  and  taxes.  After  a  careful  study  of  all  the  exhibits 
in  the  case,  we  have  estimated  that  the  increases  effective  at  the 
present  time  are  made  up  as  follows : 

Average  price  of  oil  (delivered)  at  present  time,  14.00  cents  per  gal. 

Average  price  in  1919, 7-15      "       "      " 

Increased  cost,   6.85      "       " 

The  amount  of  oil  used  by  the  company  last  year  per  thousand 
cubic  feet  of  gas  actually  delivered  to  consumers  was  approxi- 
mately 4.3  gallons.  The  total  gas  delivered  to  consumers  includ- 
ing the  Lakewood  Gas  Company,  Shore  Gas  Company,  and  gas 
supplied  for  street  lighting,  was  150,812,700  cubic  feet  for  1919. 
Assuming  the  same  consumption  of  oil  per  thousand  cubic  feet 
and  assuming  further  that  the  total  gas  sold  in  the  year  1920 
would  amount  to  170,000,000  cubic  feet,  we  have  the  estimated 

increase  in  the  cost  of  gas  oil  of $50,065 

The  estimated  increase  in  the  cost  of  boiler  fuel  is 

(Kx.  P.28)    3,645 

The  increased  cost  in  generator  fuel  is  (Ex.  P-28) ....  3,934 
The  increased  cost  in  labor  devoted  to  operation  is 

(Ex.   P-28)    9,335 

A  total  (for  coal,  oil  and  labor)  of $66,979 

Due  to  the  expected  increase  in  the  gross  revenue  and 
owing  further  to  the  fact  that  in  place  of  property 
taxed  a  tax  is  now  paid  based  upon  the  gross  revenue, 
there  is  a  further  increase  which  will  be  payable  during 
this  calendar  year  of  (Ex.  P-28) 8,564 


The  total  increases  for  1920  are  therefore $75»343 

To  absorb  this  increase  will  require  an  increase  in  the  existing 

schedule  of  rates  of  approximately  35  cents  per  1,000  cubic  feet. 
Counsel  for  one  of  the  municipalities  appeared  to  be  under 

the  impression  that  the  increases  in  rates  as  determined  by  this 
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Board  in  its  reports  with  respect  to  the  Shore  Gas  Company  and 
the  Lakewood  Gas  Company,  respectively,  had  not  been  put  into 
effect  by  the  petitioner.  This  is  not  in  accordance  with  the  fact. 
In  each  case  where  the  Board  has  adjusted  the  rates  of  the  peti- 
tioner, the  just  and  reasonable  rates  to  be  charged  by  the  afore- 
mentioned companies  have  been  adopted  and  filed  by  the  peti- 
tioner. 

The  Board  therefore  finds  and  determines : 

( 1 )  That  the  schedule  of  rates  proposed  by  the  petitioner  is 
unreasonable  in  view  of  the  testimony  adduced  and  the  petition 
will  therefore  be  dismissed. 

(2)  That  the  company  may  file  the  following  schedule  of 
rates  effective  for  all  gas  sold  on  and  after  August  i,  1920. 

(A)  For  gas  sold  to  the  Lakewood  Gas  Company  the  rate 
shall  be  $1.05  per  thousand  cubic  feet. 

(B)  For  gas  sold  to  the  Shore  Gas  Company  the  rate  shall 
be  $1.75  per  thousand  cubic  feet. 

(C)  For  gas  sold  to  the  customers  of  the  petitioner  the 
schedule  shall  include  two  charges: 

(a)  Fixed  Service  Charge.  For  each  connected  customer 
served  through  a  three  or  five-light  meter,  a  fixed  service  charge 
of  twenty-five  cents  per  month  shall  be  charged.  For  customers 
served  through  larger  meters,  an  additional  fixed  service  charge 
of  one  cent  per  one-light  increase  in  capacity  of  the  meter  shall 
be  charged.  This  schedule  of  fixed  service  charges  shall  include 
no  gas. 

(b)  The  rate  for  metered  gas  consumed  shall  be  at  the  rate 
of  $1.85  per  thousand  cubic  feet. 

(3)  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  condi- 
tions as  indicated  by  operating  results  both  as  to  revenue  and 
the  character  of  service  rendered  warrant. 

(4)  The  schedule  of  rates  for  the  sale  of  gas  herein  allowed 
is  based  on  the  distribution  of  gas  under  the  existing  standard 
of  600  B.  t.  u.,  required  by  order  of  this  Board  issued  in  October, 
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191 1.  If  and  when  the  Board  shall  change  this  standard,  the 
rate  herein  allowed  shall  be  subject  to  revision  by  reason  of  such 
alteration  in  the  standard  of  B.  t.  u/s. 

(5)  Beginning  at  the  effective  date  of  said  schedule  of  rates, 
the  company  is  to  render  to  the  Board  monthly  reports.  These 
reports  are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Non-Operating  Income,  Income 
Deductions  and  balance  available  for  General  Amortization, 
Dividends  and  Surplus,  and  also  the  amount  appropriated  for 
General  Amortization,  together  with  a  comparison  with  the 
figures  for  the  corresponding  period  of  the  preceding  year.  This 
statement  may  preferably  follow  the  form  shown  in  the  annual 
report  for  gas  utilities  (page  21,  Income  Statement:  22,  lines  i  to 
II,  Operating  Revenues;  26,  lines  2y  to  37,  with  amount  appro- 
priated for  Amortization,  Account  495,  stated  separately  under 
VI).  And  the  Board  will  retain  jurisdiction  of  the  emergency 
increase  as  herein  approved  for  the  purpose  of  modifying  same 
as  and  if  the  conditions  change. 

Dated  July  27,  1920. 


No.  827. 

In  the  Matter  of  the  Application  of  the  Public  Service 
Railway  Company  in  re  Change  of  Route  and  R^ 
MOVAL  of  Tracks,  Camden,  New  Jersey. 

I.  In  the  absence  of  substantial  proof  to  the  contrary,  the  Board  will 
assume  that  the  action  of  the  municipal  authorities  in  recommending  a 
change  in  routing  of  a  street  railway  operating  within  the  corporate  limits 
of  the  municipality  represents  the  wishes  of  the  majority  of  the  citizens  and 
is  in  furtherance  of  improved  service. 

L,  D.  H,  GUmour,  for  the  Petitioner. 

Herbert  J.  Koehler,  for  the  Objectors. 

The  petitioner  proposes  to  divert  the  route  of  the  "Sixth  and 
Eighth  Street"  line  in  Camden   from  its  present  location   on 
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Ferry  Avenue,  east  from  Maple  Avenue,  to  follow  the  Haddon 
Heights  line  on  Maple  Avenue  and  Woodlyne  Avenue  to  Richey 
Avenue,  where  it  is  proposed  to  install  a  crossover  in  order  to 
IM-ovide  for  turning  the  * 'Sixth  and  Eighth  Street''  line  cars 
back  at  this  point.  It  is  also  proposed  to  remove  the  existing 
double  track  on  Ferry  Avenue,  about  2,500  feet  in  length,  from 
Maple  Avenue  to  Cypress  Avenue,  the  present  terminus  of  the 
"Sixth  and  Eighth  Street"  route. 

The  i>etitioner  quotes  two  letters,  one  from  the  Street  Com- 
missioner of  the  City  of  Camden,  and  one  from  the  Borough 
Clerk  of  the  Borough  of  Woodlynne,  as  follows: 

"June  nth,  1920. 
Public  Service  Railway  Co.,  Newark,  New  Jersey: 

Attention  of  Mr.  Harry  C.  Donecker,  No.  418  Federal  Street,  Cam- 
den, N.  J. 
Dear  Sir — At  a  meeting  of  the  Committee  of  Streets  and  Highways  of  City 
Council,  held  on  Friday  afternoon,  May  21st,  1920,  a  resolution  was  passed 
authorizing  me  to  request  the  Public  Service  Company  to  remove  their  track 
or  tracks  on  Ferry  Avenue  from  Maple  Avenue  east  to  Cypress  Avenue,  and 
place  the  street  in  a  good  and  passable  condition. 

Respectfully  yours, 

(Signed)     A.  L.  Sayres, 

Street  Commissioners." 

"Borough  of  Woodlynne,  New  Jersey,  June  loth,  1920. 
PubNc  Serine e  Railway  Company,  Camden,  New  Jersey: 
Attention — Mr.  Harry  Stevenson. 
Gentlemen — Upon  the  report  of  F.  A.  Bickert,  member  of  special  com- 
mittee on  proposed  trolley  route  changes,  wish  to  state  that  the  Borough 
Council  of  the  Borough  of  Woodlynne  would  respectfully  request  the  Public 
Service  Railway  Company  to  remove  tracks  on  Ferry  Avenue  in  the  said 
borough  from  Maple  Avenue  to  the  end  of  Sixth  and  Eighth   Street  line, 
replacing  the  street  in   passable  condition ;   take   up  crossover  switch   now 
located  on  Woodlynne  Avenue  near  Linden  Avenue,  replacing  the  Sixth  and 
Eighth  Street  line  to    run  outbound  on  Maple  Avenue,  thence  to  Woodlynne 
Avenue,  thence  to  the  end  of  the  borough,  making  said  point  the  terminus  of 
said  Sixth  and  Eighth  Street  line. 

Very  truly  yours, 

(Signed)     H.  Kirkbride, 
Approved,  Borough  Clerk. 

(Signed)     F.  A.  Bickert, 

Committee." 
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A  certified  copy  of  the  resolution  referred  to  in  the  letter 
from  the  Street  Commissioner  of  Camden  was  later  filed  by 
the  petitioner. 

Hearings  in  the  matter  were  held  June  17  and  July  13, 
1920,  and  at  the  latter  hearing  testimony  was  submitted  by  the 
company  and  by  certain  citizens  of  Woodlynne  opposing  the 
proposed  changes. 

It  will  be  noted  that  the  proposed  change  in  routing  and  the 
removal  of  the  tracks  was  initated  by  the  municipal  and  borough 
authorities  respectively  of  Camden  and  Woodlynne. 

The  City  of  Camden  and  the  Borough  of  Woodlynne  are 
both  concerned  in  the  matter  in  that  the  dividing  line  between 
these  two  communities  lies  in  the  center  of  Ferry  Avenue,  one 
track  therefore  bemg  in  Camden  and  the  other  in  Woodlynne. 

From  the  testimony  it  appears  that  the  proposed  rerouting 
will  benefit  a  majority  of  the  residents  of  the  Borough  of  Wood- 
lynne in  that  the  proposed  route  will  more  nearly  traverse  the 
more  densely  populated  section.  It  was  also  brought  out  in  the 
testimony  that  this  benefit  is,  in  part  at  least,  contingent  upon 
the  operation  of  the  cars  on  a  regular  headway.  It  is  claimed 
this  would  be  difficult  to  accomplish,  principally  because  of  the 
frequent  headway  of  the  cars  of  the  Haddon  Heights  line  over 
the  proposed  new  route  of  the  "Sixth  and  Eighth  Street''  line. 

It  appears  that  the  tracks  and  the  roadway  on  that  ix>rtion  of 
Ferry  Avenue  which  the  petitioner  proposes  to  abandon  are 
greatly  in  need  of  repair  and  it  was  intimated  that  it  would  be 
necessary  to  reconstruct  the  track  if  service  is  to  be  continued 
thereon.  It  was  .testified  by  the  witness  for  the  petitioner  that 
the  traffic  on  this  portion  of  the  line  would  not  justify  the 
expenditure  involved  in  such  reconstruction. 

At  the  hearing  the  objectors  produced  sevefal  witnesses,  resi- 
dents of  Woodlynne,  who  testified  that,  in  their  opinion,  the 
petition  should  not  be  granted. 

It  was  claimed  by  the  attorney  for  the  objectors  in  his  ar- 
gument submitted  in  writing  after  the  hearing,  that  although  the 
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proposed  changes  were  requested  by  the  Borough  Council  of 
Woodlynne,  yet  this  action  did  not  indicate  the  view  of  the 
majority  of  the  residents  of  the  borough. 

A  careful  review  of  the  situation  and  of  the  testimony  in  the 
case  clearly  indicates : 

( I )  That  the  tracks  which  it  is  proposed  to  remove  and  the 
roadway  on  which  said  tracks  are  laid  are  in  a  very  unsatis- 
factory condition  and  are  in  need  of  immediate  and  extensive 
rejyairs. 

That  the  proposed  rerouting  will  improve  the  service  to  the 
extent  at  least  that  cars  of  the  "Sixth  and  Eighth  Street"  line 
will  be  oi>erated  through  a  more  generally  central  section  of  the 
Borough  of  Woodlynne  than  at  present. 

(3)  That  certain  citizens  of  the  Borough  of  Woodlynne  tes- 
tified that  the  proposed  change  in  routing  would  furnish  at 
least  as  good  service  as  at  present,  provided  the  regular  schedule 
is  reasonably  maintained. 

(4)  That  the  maintenance  of  the  schedule  under  the  pro- 
posed rerouting  is  entirely  practicable  and  is  an  operating  detail 
which  it  is  the. duty  of  the  petitioner  to  take  care  of  properly. 

It  appears  that  the  opposition  to  the  proposed  changes  is  due 
principally  to  the  impression  that,  despite  the  actual  advantage 
in  the  proposed  new  location  of  the  route,  the  service  will  neces- 
sarily be  impaired  by  irregularity  of  headways  incident  to  the 
greater  or  less  frequency  of  the  existing  service  on  the  proposed 
new  route,  an  impression  which,  in  our  opinion,  is  without 
foundation. 

In  the  absence  of  substantial  proof  to  the  contrary,  the  Board 
will  assume  that  the  action  of  the  municipal  authorities  in  recom- 
mending the  change  in  routing  of  a  street  railway  operating 
within  the  corporate  limits  of  the  municipality  represents  the 
wishes  of  the  majority  of  the  citizens,  and  is  in  furtherance  of 
improved  service. 

The  Board  therefore  find  and  determines: 

That  the  request  to  change  the  route  of  the  "Sixth  and  Eighth 
Street"  line  and  to  abandon  the  existing  double  track  on  Ferry 
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Avenue  as  proix>sed  in  the  petition  under  consideration,  is  reason- 
able and  should  result,  on  the  whole,  in  improved  service  to  the 
community  involved. 

The  petition  will  therefore  be  granted. 

Dated  August  3,  1920. 


No.  828. 

In  the  Matter  of  the  Application  of  the  Electric  Light 
AND  Power  Company  of  Hightstown  for  Increase  in 
Rates. 

1.  The  petitioner  operates  a  step-down  substation,  a  switchboard  and  dis- 
tribution system  and  purchases  current  from  the  Public  Service  Electric 
Company. 

2.  The  rates  charged  by  the  latter  company  to  the  petitioner  have  been 
increased  by  the  addition  of  a  surcharge  and  coal  clause  approved  by  the 
Board. 

3.  In  1916  the  company  reduced  its  rates,  the  reduction  being  based  upon 
the  advantages  obtained  through  the  purchase  of  energy  from  the  Public 
Service  Electric  Company. 

4.  In  addition  to  the  increase  in  the  costs  of  this  energy  there  have  been 
increases  in  wages,  salaries,  taxes  and  other  items. 

5.  The  Board  is  of  the  opinion  the  rates  for  commercial  metered  lighting 
should  not  be  increased  in  the  ratio  proposed  by  the  company,  but  permits 
the  filing  of  a  schedule  fixed  by  the  Board  providing  for  increases. 

Andrew  P.  Moloney,  for  Petitioner. 

Aaron  V,  Dawes,  for  the  Borough  of  Hightstown. 

On  June  14,  1920,  the  above-named  company  submitted  to  the 
Board  a  proposed  change  in  its  schedule  of  rates  involving  in- 
creases to  certain  of  its  customers.  The  matter  was  duly  heard 
on  July  6. 

The  Electric  Light  and  Power  Company  of  Hightstown  fur- 
nishes electric  current  and  operates  in  the  Borough  of  Hights- 
town and  East  Windsor  Township,  Mercer  County. 

The  present  and  proposed  rates  are  as  follows : 
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PRESENT  RATE  FOR  COMMERaAL  METERED  POWER- 

For  the  first  20  kw.  hrs.  per  hp.  of  demand,  used  in  one  month,  loc  per  kw.  hr. 
For  the  next  50  kw.  hrs.  per  hp.  of  demand,  used  in  one  month,  6c  per  kw.  hr. 
For  the  next  500  kw.  hrs.  per  hp.  of  demand,  used  in  one  month,    4c  per  kw.  hr. 

For  all  in  excess  of  above, 2c  per  kw.  hr. 

Minimum  Bill,  50c  per  hp.  of  Motors  Installed. 

PROPOSED  RATE. 

For  the  first  20  kw.  hrs.  per  hp.  of  Motors  Installed,  used  in 

one  month,  loc  per  kw.  hr. 

For  the  next  50  kw.  hrs.  per  hp.  of  Motors  Installed,  used  in 

one  month, 6c  per  kw.  hr. 

For  the  next  50  kw.  hrs.  per  hp.  of  Motors  Installed,  used  in 

one  month, 5c  per  kw.  hr. 

For  the  next  50  kw.  hrs.  per  hp.  of  Motors  Installed,  used  in 

one  month,  4c  per  kw.  hr. 

For  all  in  excess  of  above, 2c  per  kw.  hr. 

Minimum  Bill,  $1.00  per  hp.  of  Motors  Installed. 

COMMERCIAL   METERED  LIGHTING. 

Present  Rate. 

For  the  first      20  kw.  hrs.. t5c  per  kw.  hr. 

For  the  next    160  kw.  hrs., 12c  per  kw.  hr. 

For  the  next    300  kw.  hrs., loc  per  kw.  hr. 

For  the  next    500  kw.  hrs., • 8c  per  kw.  hr. 

For  the  next    500  kw.  hrs., 7c  per  kw.  hr. 

For  the  next    500  kw.  hrs., 6c  per  kw.  hr. 

For  all  over  2000  kw.  hrs., 5c  per  kw.  hr. 

Minimum  Bill,  $1.00  per  month. 

Proposed  Rate. 

For  the  first      40  kw.  hrs 15c  per  kw.  hr. 

For  the  next    160  kw.  hrs., i3/^c  per  kw.  hr. 

For  the  next  >300  kw.  hrs 12c  per  kw.  hr. 

For  the  next    500  kw.  hrs loc  per  kw.  hr. 

For  the  next    500  kw.  hrs., 9c  per  kw.  hr. 

For  the  next    500  kw.  hrs., 8c  per  kw.  hr. 

For  all  over  2000  kw.  hrs., 7c  per  kw.  hr. 

Minimum  Bill,  $1.50  per  month. 

A  general  decrease  in  the  rates  theretofore  charged  was  made 
in  1916.  Since  that  time  (in  1918)  the  company  applied  for 
the  approval  of  certain  increases  which  were  denied  in  part.  The 
partial  increase  granted  was  not  made  effective  by  the  company 
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and  it  is  at  the  present  time  operating  under  the  reduced  schedule 
filed  in  1916. 

The  company  operates  a  step-down  substation,  a  switchboard 
and  distribution  system  and  purchases  current  from  the  Public 
Service  Electric  Company  under  its  wholesale  power  rate.  Cur- 
rent is  sold  at  retail  for  lighting  and  power  under  the  schedules 
indicated  above,  the  retail  power  schedule  being  the  same  as  is 
charged  by  the  Public  Service  Electric  Company. 

The  rates  charged  by  the  Public  Service  Electric  Company 
under  its  wholesale  power  schedule  were  adjusted  as  of  February 
2y,  1918,  by  the  addition  of  a  25  per  cent,  surcharge  on  all  bills. 
Prior  to  this,  in  191 7,  an  addition  was  made  to  the  rate  schedule 
to  compensate  the  Public  Service  Electric  Company  for  variations 
in  the  price  of  coal.  These  charges,  in  addition  to  the  former 
wholesale  power  rates,  have  been  applied  to  bills  rendered  to  the 
Electric  Light  and  Power  Company  of  Hightstown  for  energy 
received  by  it  since  the  dates  mentioned.  For  the  year  1918  the 
25  per  cent,  surcharge  amounted  to  $1,101.89,  and  for  the  year 
1919  to  $1,382.20.  The  addition  due  to  the  coal  clause  amounted 
in  1918  to  $13.56,  and  in  1919  to  $59.89. 

Inasmuch  as  the  reduction  of  the  rates  in  effect  in  191 6  was 
based  upon  the  advantages  obtained  through  the  purchase  of 
energy  at  the  wholesale  power  contract  from  the  Public  Service 
Electric  Company,  it  would  appear  only  equitable  that  the  increase 
in  cost  for  this  power  to  the  Electric  Light  and  Power  Company 
of  Hightstown  should  be  reflected  in  the  rates  which  it  is  allowed 
to  charge. 

In  addition  to  the  increase  in  the  costs  of  power  indicated 
above,  wages  and  salaries  have  increased  about  $1,200  for  the 
year  19x9  over  the  year  191 7,  taxes  $363,  and  other  items  have 
increased,  bringing  the  total  increase  for  these  items  to  about 
$3,000.  The  expenses  for  1920  as  compared  with  1917  and  1919 
will  show  still  further  increases  due  to  the  following : 

I.  The  operation  of  the  coal  clause  in  the  rate  schedule  under 
which  this  company  purchases  power  from  the  Public  Service 
Electric  Company. 
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2.  The  maintenance  and  depreciation  of  a  motor  truck  which 
the  company  finds  it  necessary  to  purchase. 

3.  An  increase  in  expenses  due  to  the  payment  of  a  higher 
salary  to  secure  the  permanent  services  of  an  assistant  to  the 
superintendent  and  also  increases  in  the  salary  of  the  superin- 
tendent. 

These  items  will  involve  an  increased  expenditure  for  the  year 
1920  over  1919  of  approximately  $2,100. 

The  increase  in  expenditures  for  twelve  months,  commencing 
with  August  I,  1920,  over  the  corresponding  figures  for  the 
calendar  year  19 19,  is  estimated  at  $4,167.47. 

Based  upon  present  consumption  of  current,  the  estimated  in- 
crease in  gross  revenues  due  to  the  proposed  changes  in  the  rate 
schedules  is  about  $2,500  per  annum. 

In  determining  the  rate  base  in  the  former  case,  a  deduction 
was  made  for  obsolete  and  discarded  plant.  As  the  revenues  in 
the  past  have  not  been  sufficient  to  allow  for  the  amortization 
of  the  old  property,  some  provision  must  be  made  for  this.  Under 
these  circumstances  the  anticipated  increase  in  net  earnings 
will  fall  considerably  below  the  increases  in  cost  already  realized. 

The  Board  is  not  of  the  opinion  that  the  rates  for  commercial 
metered  lighting  should  be  increased  in  the  ratio  proposed  by  the 
company,  but  will  permit  the  filing  of  schedules  as  given  below. 

The  petition  of  the  company  is  therefore  denied  with  permis- 
sion to  file,  effective  with  August  sales,  the  following  schedule 
of  rates: 

COMMERCIAL  METERED  POWER. 

For  the  first  20  kw.  hrs.  per  hp.  of  motors  installed,  used  in  one  mo.,  loc 
per  kw.  hr. 

For  the  next  50  kw.  hrs.  per  hp.  of  motors  installed,  used  in  one  mo.,  6c 
per  kw.  hr. 

For  the  next  50  kw.  hrs.  per  hp.  of  motors  installed,  used  in  one  mo.,  5c 
per  kw.  hr. 

For  the  next  50  kw.  hrs.  per  hp.  of  motors  installed,  used  in  one  mo.,  4c 
per  kw.  hr. 
For  all  in  excess  of  above,  2c  per  kw.  hr. 

Minimum  bill,  $1.00  per  hp.  of  motors  installed. 
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COMMERCIAL  METERED  LIGHTING. 

For  the  first      40  kw.  hrs.,   15c  per  kw.  hr. 

"     "     next    160    "       "      13c  "  "  " 

"     "        "      300    "       "      I2C  "  "  " 

"     "        '*      500    "       "      9C  "  **  " 

"     "        "      500    "       "      7c  "  "  " 

"     "        "      500    "       "      6c  "  "  " 

"    all  over  2000    "       "      5c  "  *'  " 

Minimum  bill,  $1.50  per  month. 

4.  Acceptance  by  the  company  of  the  increases  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  increases  now  or  formerly  allowed  to  the  applicant  utility  may 
be  made  as  and  when  conditions  as  indicated  by  operating  results 
both  as  to  revenue  and  the  character  of  service  rendered  warrant. 

5.  Beginning  with  the  effective  date  of  said  schedule  of  rates, 
the  petitioner  is  to  render  to  the  Board  monthly  reports.  These 
reports  are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Non-Operating  Income.  Income 
Deductions  and  balance  available  for  Oeneral  Amortization  Divi- 
dends and  Surplus,  and  also  the  amount  appropriated  for  General 
Amortization,  together  with  a  comparison  with  the  figures  for  the 
corresponding  period  of  the  preceding  year.  And  the  Board 
will  retain  jurisdiction  of  the  emergency  increase  as  herein 
approved  for  the  purpose  of  modifying  same  as  and  if  the  con- 
ditions change. 

Dated  August  3,  1920. 


No.  829. 

In   the   Matter  of  the   Proposed   Change   in   Standard 

FOR  Gas. 

I.  The  Board  on  October  17,  191 1,  adopted  a  rule  to  be  observed  by  gas 
companies,  which  provided  for  a  monthly  average  total  heating  value  of  not 
les»^  than  600  B.  t.  u.,  with  a  minimum  which  shall  not  fall  below  550  B.  t.  u. 
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2.  Consideration  of  the  question  whether  this  standard  should  be  reduced 
comprehends  particular  inquiry  as  to  the  following : 

(i)  The  resources  of  oil  supply. 

(2)  Increases  in  the  demand  for  petroleum  products 

(a)  Normal  use,  and 

(b)  New  uses. 

(3)  Effect  upon  the  cost  of  manufacture  of  gas  because  of  the  increased 

demands  for  oil  and  the  consequent  scarcity  thereof  resulting  in 
increase  in  price. 

(4)  Effect  on  the  efficiency  of  gas  appliances  and  on  the  consumption  of 

gas  by  various  changes  in  calorific  value  of  gas. 

(5)  Necessity   of    accompanying   adjustment    of    appliances    when    any 

change  is  made  in  calorific  standard. 

(6)  Effect  on  cost  of  manufacture  and  resultant  effect  on  cost  to  con- 

sumers when  any  change  is  made  in  calorific  standard. 

3.  The  Board  finds  that  the  standard  can  be  lowered  to  a  minimum  of  525 
B.  t.  u. ;  that  putting  the  reduced  standard  into  effect  will  require  adjust- 
ment of  many  of  the  appliances  in  use  on  the  premises  of  the  consumers; 
that  the  burden  of  making  the  adjustments  must  rest  upon  the  companies, 
and  that  the  change  in  standard  should  be  gradual  and  made  in  three  approxi- 
mately equal  steps. 

4.  Not  less  than  two  months  must  elapse  between  the  first  change  and  the 
last,  nor  shall  a  longer  period  than  three  months  be  required  for  making  the 
change. 

£.  W.  JVakelee,  for  Public  Service  Gas.  Co. 

Fred  R,  Cutcheon,  for  Consolidated  Gas  Co.  of  N.  J. 

John  Kean,  for  Elizabethtown  Gas  Light  Co. 

Harry  StUle,  for  Standard  Gas.  Co. 

Harry  Stille,  for  Tuckerton  Gas  Co. 

Harry  Stille,  for  Ocean  County  Gas  Co. 

H.  S.  Schutt,  for  Atlantic  City  Gas  Co. 

/.  H.  Orr,  for  Cape  May  Illuminating  Co. 

H,  C.  Schanze,  for  Coast  Gas  Co. 

H.  C.  Schanze,  for  City  Gas  Light  Co. 
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S,  /.  Franklin,  for  Cumberland  County  Gas  Co. 
J.  B.  Jones,  for  Bridgeton  Gas  Light  Co. 
/.  T,  Congleton,  for  City  of  Newark. 
R.  B.  Lewis,  for  City  of  Paterson. 

A,  0,  Miller,  for  City  of  Passaic. 

P,  /.  Brogan,  for  City  of  Jersey  City. 

B.  G,  C.  Bleakley,  for  City  of  Camden. 

L.  D.  H,  Gilmonr  and  Fred  R.  Cutcheon,  for  New  Jersey 
State  Gas  Association. 

Frank  B.  Jess,  for  Borough  of  Haddon  Heights. 

Prior  to  the  calling  of  a  hearing  in  this  matter,  a  communica- 
tion was  received  from  the  New  Jersey  Gas  Association  which 
stated  that  at  a  meeting  of  the  association  to  consider  means  for 
averting  the  possible  interruption  of  service  with  which  the  gas 
companies  were  threatened,  it  was  decided  to  submit  to  the  Board 
of  Public  Utility  Commissioners  a  statement  of  facts  with  re- 
spect to  the  oil  shortage.  This  statement  directed  attention  to  a 
demand  in  excess  of  the  supply  for  crude  oil;  to  the  marked  in- 
crease in  cost  which  materially  affected  the  cost  of  manufacturing 
gas,  and  asked  the  Board  to  reduce  the  standard  of  heating  value. 

Later  at  a  hearing  on  the  petition  of  the  Public  Service  Gas 
Company  for  an  increase  in  its  existing  rate.  Counsel  for  the  City 
of  Newark  suggested  the  advisability  of  a  consideration  of  a  re- 
duction in  the  calorific  standard  and  the  consequent  effect  on  any 
rate  allowed. 

On  July  20,  1920,  the  Board,  on  its  own  motion,  instituted 
proceedings  and  called  a  hearing  to  determine  whether  a  change 
in  the  existing  calorific  standard  should  be  made.  Notice  of  the 
proceedings  and  the  time  fixed  for  hearing  was  served  upon  each 
gas  company  in  the  State  and  wide  publicity  was  given  to  the 
matter  through  the  newspapers. 
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The  increasing  demand  for  gas  oil,  its  consequent  growing 
scarcity  and  resultant  increase  in  cost,  greatly  affect  the  costs  of 
manufacture  of  water  gas.  Three-quarters  of  the  gas  manufac- 
tured in  this  State  is  water  gas.  The  balance  is  coal  gas.  Coal 
gas  is  made  from  the  distillation  of  coal  and  is  not  ordinarily 
enriched  by  the  addition  of  any  other  material.  Water  gas  is 
made  by  the  dissociation  of  steam  in  the  presence  of  incandescent 
carbon  which  produces  a  gas  having  a  calorific  value  between 
300  B.  t.  u.  and  325  B.  t.  u.  To  this  gas  is  added  a  sufficient 
quantity  of  vaporized  oil  to  bring  the  gas  up  to  the  required 
calorific  or  candle  power  standard,  as  the  case  may  be.  In  the 
manufacture  of  carburetted  water  gas  having  a  calorific  value  of 
600  B.  t.  u.,  about  four  gallons  of  gas  oil  are  required  per  thou- 
sand cubic  feet,  the  amount  varying  somewhat  with  the  quality 
of  the  oil  and  the  size  and  efficiency  of  the  manufacturing  plant. 

The  most  economical  basis  upon  which  gas  can  be  manufac- 
tured at  the  present  time  is  by  means  of  what  is  called  a  mixed 
gas  plant.  Such  a  plant  includes  units  producing  both  coal  gas 
and  water  gas.  The  incandescent  coke  from  the  coal  gas  retorts 
is  used  as  fuel  in  the  water  gas  sets.  When  the  correct  economic 
balance  is  maintained  in  such  a  mixed  gas  plant,  a  gas  having  a 
calorific  value  of  about  450  B.  t.  u.  results. 

HISTORICAL  STATEMENT. 

In  1907  the  Wisconsin  Commission  adopted  general  rules  and 
regulations  for  gas  utilities  and  in  connection  therewith  provided 
for  a  change  from  the  existing  candle  power  standard  to  a 
calorific  standard,  the  aim  at  the  time  being  to  preserve,  in  gen- 
eral, the  conditions  then  existing.  This  Board,  after  hearing,  on 
notice,  on  October  17,  191 1,  adopted  the  same  calorific  standard 
which  had  previously  been  adopted  by  Wisconsin. 

The  standard  adopted  by  this  Board  reads  as  follows : 

"Rule  IX.  The  company  furnishing  gas  which, 
within  a  one-mile  radius  from  the  distribution  center, 
gives  a  monthly  average  total  heating  value  of  not 
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less  than  600  B.  t.  u.,  with  a  minimum  which  shall 
never  fall  below  550  B.  t.  u.,  may  be  considered  as 
giving  adequate  service  as   far  as  the  heating  value 
of  the  gas  is  concerned." 
Rule  X  provides  as  follows: 

"Each  gas  company  whose  output  exceeds  twenty 
million  cubic  feet  a  year  shall  equip  itself  with  a  stand- 
ard calorimeter  ■  outfit,  constructed  and  calibrated  as 
approved  by  the  National  Bureau  of  Standards,  with 
which  periodic  tests  upon  the  gas  shall  be  made.     A 
record  of  these  tests  shall  be  made  and  kept  on  file  in 
the  office  of  the  company." 
In  accordance  with  the  requirements  of  the  Board,  it  has 
received  the  monthly  reports  of  all  of  the  gas  companies  having 
proper  equipment  giving  information  with  regard  to  the  quality 
of  the  gas  from  day  to  day.     These  reports,  which  have  been 
received  regularly  for  about  seven  years,  show  fairly  uniform 
results  as  to  the  heating  value  of  the  gas.    No  change  has  been 
made  in  these  standards  by  the  Board  since  their  adoption  in 
October,   191 1,  except  in  special  cases  .during  the  world  war, 
when  the  heating  standard  was  lowered  temporarily  to  admit  of 
the  production  of  toluol  for  the  United  States  Government. 

During  the  past  few  years  the  calorific  standard  of  the  gas 
furnished  has  been  the  subject  matter  of  investigation  in  numer- 
ous states.    A  list  of  the  standards  finally  adopted  is  as  follows : 

New  Hampshire,   565  B.  t.  u. 

Massachusetts,    528  B.  t.  u. 

Connecticut,   528  B.  t.  u. 

Maryland,     500  B.  t.  u. 

Montana,     475  B.  t.  u. 

Philadelphia,    530  B.  t.  u. 

Ogden,  Utah,    500  B.  t.  u. 

Providence,  R.  I.,   510  B.  t.  u. 

Omaha  (municipal),  500  B.  t.  u. 

The  most  recent  action  is  that  of  the  Public  Service  Com- 
mission for  the  First  District  of  New  York,  whereby  it  author- 
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ized  the  Brooklyn  Borough  Gas  Company  to  change  its  stand- 
ard from  a  twenty-two  candle  power  to  525  B.  t.  u.  In  England 
and  Canada  a  standard  of  450  B.  t.  u.  has  been  adopted. 

The  present  investigation  comprehends  particular  inquiry  as 
to  the  following  elements: 

(i)  The  resources  of  oil  supply. 

(2)  Increases  in  the  demands  for  petroleum  products. 

(a)  Normal  use,  and 

(b)  New  uses. 

(3)  Effect  upon  the  cost  of  manufacture  of  gas  because  of 
the  increased  demands  for  oil  and  the  consequent  scarcity  thereof 
resulting  in  increase  in  price. 

(4)  Effect  on  the  efficiency  of  gas  appliances  and  on  the  con- 
sumption of  gas  by  various  changes  in  calorific  value  of  gas. 

(5)  Necessity  of  accompanying  adjustment  of  appliances 
when  any  change  is  made  in  calorific  standard. 

(6)  Effect  on  cost  of  manufacture  and  resultant  effect  on 
cost  to  consumers  when  any  change  is  made  in  calorific  standard. 

In  its  investigation  the  Board  secured  the  services  of  the 
Assistant  Gas  Engineer  of  the  National  Bureau  of  Standards  and 
the  Chief  of  the  Gas  Division  of  the  Department  of  Public 
Utilities  of  the  Commonwealth  of  Massachusetts.  Both  ap- 
peared and  gave  testimony.  Supplementing  their  testimony, 
witnesses  were  produced  by  the  gas  companies. 

A  fair  deduction  from  all  of  the  testimony  submitted  is 
that  from  the  economic  standpoints  in  the  manufacture  and 
consumption  of  gas  and  conservation  of  the  fuel  supply,  which 
admittedly  is  fast  becoming  deficient,  a  change  in  the  existing 
calorific  standard  is  desirable.  Industries  normally  using  oil 
have  largely  incerased  their  use;  other  industries  not  normally 
using  oil  are  now  using  it.  The  current  production  has  not  kept 
pace  with  these  increased  demands.  It  affirmatively  appears, 
however,  that  recent  investigations  by  the  United  States  Interior 
Department  developed  the  fact  that  the  supply  from  the  present 
available  sources  will  become  exhausted  in  from  fifteen  to  twenty 
years. 
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Theoretically  a  reduction  in  the  calorific  standard  of  the  gas 
should  result  in  a  proportionate  reduction  in  the  value  of  the  gas 
to  the  consumer.  A  study  and  analysis  of  all  available  published 
reports  and  records  of  results  obtained  in  various  states  of  this 
country  and  Canada  indicate  that  in  practice  the  theory  is  not 
sustained.  It  was  formerly  believed  that  the  flame  temperature 
of  a  gas  was  directly  proportionate  to  the  calorific  value  of  that 
gas.  Much  uncertainty  prevailed  until  the  last  few  years. 
Laboratory  experiments  and  practical  tests  have  indicated  that 
this  is  not  correct  and  it  has  been  proven  that  flame  temperature 
of  a  gas  having  from  550  B.  t.  u.  to  575  B.  t.  u.  is  higher  than 
the  corresponding  temperature  due  to  the  combustion  of  gas 
having  a  value  of  600  B.  t.  u.  Flame  temperature  is  a  function 
of  the  kind  of  combustion  taking  place  and  depends  more  upon 
the  adjustment  of  the  relations  between  air  and  gas  than  upon 
the  calorific  value  of  the  particular  gas.  For  illuminating  pur- 
poses a  mantle  of  some  sort  is  almost  universally  used.  The 
use  of  an  open  flame  for  illuminating  purposes  is  a  negligible 
consideration.  In  the  use  of  gas  of  a  lower  calorific  standard 
an  actual  saving  in  consumption  results  when  used  with  mantle 
burners.  That  proportion  of  the  gas  which  is  used  for  industrial 
purposes  is  generally  under  the  supervision  of  an  expert  whose 
duty  it  is  to  maintain  careful  adjustment.  The  quantity  of  gas 
used  would  be  increased  as  a  result  of  decreasing  the  calorific 
standard  of  the  gas. 

Being  satisfied  of  these  conclusions  the  question  resolves  it- 
self into  the  extent  to  which,  under  all  the  circumstances,  the 
existing  standard  of  600  B.  t.  u.  can  be  reduced.  In  the  Dominion 
of  Canada  the  standard  was  permanently  fixed  at  450  B.  t.  u. 
Such  a  radical  change,  however,  in  the  calorific  value  of  gas 
would  require  adjustment  of  appliances  and  in  some  cases  a 
complete  change  in  them.  Up  to  this  time  none  of  the  states  of 
this  country  has  adopted  a  standard  as  low  as  450  B.  t.  u.  al- 
though standards  as  low  as  500  B.  t.  u.  and  510  B.  t.  u.  are  now 
in  effect.    In  the  State  of  Massachusetts  a  standard  of  528  B.  t. 
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u.  (this  being  equivalent  to  the  French  standard  of  133  calories) 
has  been  in  effect  since  January  i,  1918.  Before  this  standard 
was  adopted  in  that  state  an  investigation  lasting  eighteen 
months  was  made.  The  results  appeared  to  be  entirely  satis- 
factory and  it  does  not  appear  that  the  annual  consumption  of 
gas  per  meter  for  household  appliances  has  been  increased  be- 
cause of  the  change.  This  appears  to  be  due  to  the  better 
efficiency  with  which  this  gas  can  be  burned  because  of  the  uni- 
formity with  which  gas  having  a  lower  heating  value  may  be 
produced  and  delivered  to  the  consumers.  Gas  of  high  calorific 
value  may  be  produced  uniformly  in  the  plant  but  daily  and  an- 
nual changes  in  temperature  will  very  materially  affect  the 
character  of  this  gas  when  it  reaches  the  consumers.  This,  how- 
ever, is  not  true  of  gas  having  a  lower  calorific  value.  The  testi- 
mony in  the  present  case  was  conclusive  to  the  effect  that  the 
gas  of  uniform  value  supplied  to  consumers  would  be  used  much 
more  efficiently  and  this  increase  in  effieciency,  while  practically 
indeterminate,  appears  to  have  been  sufficient  to  offset  any  ex- 
pected increases  in  the  quantity  of  gas  consumed  to  obtain  the 
desired  results. 

From  all  the  testimony  the  Board  finds  and  determines : 
(i)  That  the  present  calorific  standard  can  be  lowered  to  a 
minimum  of  525  B.  t.  u. 

(2)  That  the  lowering  of  the  calorific  standard  to  the  extent 
referred  to  would  effect  a  saving  of  approximately  one  gallon 
of  gas  oil  per  thousand  cubic  feet  of  water  gas  manufactured. 

(3)  In  putting  the  new  standard  into  effect,  it  will  be  neces- 
sary to  adjust  many  of  the  appliances  now  in  use  in  the  premises 
of  the  consumers.  The  burden  of  making  these  adjustments 
must,  of  course,  rest  upon  the  respective  companies  and  not  upon 
the  consumers.  This  will  take  a  considerable  period  of  time, 
especially  as  during  the  vacation  period  many  persons  are  oc- 
cupying temporary  residences  at  summer  resorts.  The  change 
in  standard  should  be  gradual  and  should  be  made  in  three 
approximately  equal  steps.     Not  less  than  two  months  ftmst, 
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elapse  between  the  first  change  and  the  last,  nor  shall  a  longer 
period  than  three  months  be  required  for  making  this  change. 
During  the  prescribed  period  each  gas  company  will  be  required 
to  inspect  the  apparatus  upon  the  premises  of  its  consumers  and 
make  such  adjustments  as  appear  to  be  necessary  in  order  that 
the  apparatus  installed  may  operate  satisfactorily.  The  change 
in  the  standard  may  be  commenced  during  the  month  of  August, 
1920,  and  must  be  completed  before  the  first  of  November,  1920, 
in  order  that  the  service  during  the  fall  and  winter  months  will 
be  under  strictly  uniform  conditions.  The  work  of  adjusting 
appliances  on  consumers'  premises,  as  before  stated,  is  to  be 
executed  by  the  respective  gas  companies  without  expense  to 
the  consumers. 

(4)   Rule  IX  of  the  order  adopted  October  17,   191 1,  shall 
be  and  is  hereby  modified  to  read  as  follows : 

"Rule  IX.  The  company  furnishing  gas  which, 
within  a  one-mile  radius  from  the  distribution  center, 
gives  a  minimum  total  heating  value  of  not  less  than 
525  B.  t.  u.,  may  be  considered  as  giving  adequate 
service  so  far  as  the  heating  value  of  the  gas  is  con- 
cerned." 
Rule  X  is  hereby  modified  to  read  as  follows: 

"Rule  X.     Each  gas  company  whose  output  exceeds 
twenty  million  cubic  feet  a  year  shall  equip  itself  with 
a  standard  calorimeter  outfit,  constructed  and  calibrated 
as  approved  by  the  National  Bureau  of   Standards, 
with  which  periodic  tests  upon  the  gas  shall  be  made.    A 
record  of  these  tests  shall  be  made  and  kept  on  file 
in  the  office  of  the  company  and  a  summary  of  the 
results  sent  to  the  Board's  office  monthly." 
An  order  will  be  entered  modifying  the  order  of  the  Board 
dated  October  17,  191 1. 
Dated  August  3,  1920. 
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ORDER 

I 
After  due  hearing,  the  Board  of  Public  Utility  Commissioners 
has  this  day  issued  a  report,  which  by  reference  thereto,  herein 
is  made  part  hereof,  providing  for  the  amendment  of  Rule  IX, 
which  prescribes  the  calorific  value  of  gas  to  be  supplied  by  gas 
companies  to  their  customers  in  this  State  and  for  the  amendment 
of  Rule  X  which  requires  the  keeping  of  records  thereof,  and 
hereby  orders — 

(i)   That  Rule  IX  shall  be  modified  to  read  as  follows: 

*'The  comj>any  furnishing  gas  which,  within  a  one- 
mile  radius  from  the  distribution  center  gives  a  mini- 
mum total  heating  value  of  not  less  than  525  B.  t.  u., 
may  be  considered  as  giving  adequate  service  so  far 
as  the  heating  value  of  the  gas  is  concerned. 

(2)  That  Rule  X  shall  be  amended  to  read  as  follows: 

**Each  gas  company  whose  output  exceeds  twenty 
million  cubic  feet  a  year  shall  equip  itself  with  a 
standard  calorimeter  outfit,  constructed  and  calibrated 
as  approved  by  the  National  Bureau  of  Standards, 
with  which  periodic  tests  upon  the  gas  shall  be  made. 
A  record  of  these  tests  shall  be  made  and  kept  on 
file  in  the  ofiice  of  the  company  and  a  summary  of  the 
results  sent  to  the  Board's  office  monthly. 

(3)  That  each  gas  company,  within  the  period  from  August 
15th  to  November  i,  1920,  shall  examine  and  readjust,  where 
necessary,  the  appliances  located  on  the  premises  of  the  con- 
sumers so  that  the  respective  customers  may  obtain  satisfactory 
service  from  the  appliances  in  use.  The  change  in  standard 
due  to  the  adoption  of  this  amended  rule  shall  be  made  effective 
in  three  approximately  equal  steps,  but  shall  be  made  fully 
effective  not  later  than  November  i,  1920. 

Dated  August  3,  1920. 
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No.  830. 

In  the  Matter  of  the  Application  of  the  Plb^santville 
Gas  Company  for  Approval  of  an  Increase  m  Rates. 

1.  The  cost  of  operating  this  plant  and  supplying  service  is  so  great  that,  in 
the  opinion  of  the  Board,  it  is  impracticable  to  make  a  collectible  rate  which 
would  include  a  sufficient  margin  to  pay  an  adequate  return  on  the  full  value 
of  the  property. 

2.  The  cost  of  the  property  to  the  present  owners  represents  their  real 
sacrifice.  The  property  has  never  produced  and  could  never  produce,  under 
reasonable  rates,  returns  to  the  security  holders  which  would  be  considered 
an  adequate  return  on  any  larger  amount. 

3.  The  company's  petition  for  increased  rates  is  dismissed,  with  leave  to 
file  a  schedule  of  rates  suggested  by  the  Board. 

Lewis  Starr,  for  the  Company. 

L.  D,  Champion,  for  Pleasantville. 

E.  A,  Higbee,  for  Somers  Point. 

H,  W.  Gill,  for  Northfield. 

Albert  Abbott,  for  Absecon. 

On  June  24,  1920,  the  Pleasantville  Gas  Company  filed  with 
the  Board  a  proposed  increase  to  the  charge  of  $2.50  per  M. 
cubic  feet  of  gas  plus  a  service  charge  of  25  cents  per  month 
for  small  meters  with  proportionately  larger  service  charges 
for  the  larger  sized  meters. 

The  Pleasantville  Gas  Company  was  recently  formed  by  the 
bondholders  who  purchased,  at  the  receiver's  sale,  the  property 
formerly  operated  by  the  Atlantic  City  Suburban  Gas  and  Fuel 
Company. 

The  matter  of  rates  to  be  charged  by  the  Pleasantville  Gas 
Company  has  been  before  the  Board  on  several  occasions  in 
connection  with  which  the  Board  nearly  two  years  ago  deter- 
mined that  the  value  of  the  property  of  the  predecessor  of  this 
company  as  a  basis  for  rates;  based  upon  the  cost  of  reproduc- 
tion plus  intangible  allowances,  was  $250,000.    At  a  hearing  in 
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the  present  case,  the  company  testified  that  the  bondholders  rep- 
resenting the  bonds  to  a  par  value  of  $100,000  had  purchased 
the  property  but  had  had  other  expenses  so  that  the  total  cost 
to  the  bondholders  was  approximately  $125,000.  This  latter 
amount  includes  certain  unpaid  taxes,  extraordinary  repairs  to 
plant  which  had  to  be  completed  before  satisfactory  operation 
could  be  given  and  receivership  and  reorganization  expenses. 
The  cost  of  operating  this  plant  and  supplying  service  is  so 
great  that,  in  the  opinion  of  the  Board,  it  is  impracticable  to 
make  a  collectible  rate  which  would  include  a  sufficient  margin 
to  pay  an  adequate  return  on  the  full  value  of  this  property. 
Furthermore,  the  Board  has  definitely  before  it  testimony  show- 
ing the  cost  of  this  property  to  its  present  owners.  This  latter 
amount  represents  the  real  sacrifice  of  the  present  owners.  Cer- 
tainly the  property  has  never  produced  and  could  never  produce 
under  reasonable  rates  returns  to  the  security  holders  which 
would  be  considered  an  adequate  return  on  any  larger  amount. 
A  rate  charged  for  gas  by  this  comj>any  should  include  sufficient 
to  provide  a  return  upon  the  amoimt  which  the  property  costs 
the  present  holders.  Before  any  higher  rate  could  be  put  into 
effect,  careful  consideration  must  be  given  to  the  possibility  of 
purchasing  gas  from  either  the  Atlantic  City  Gas  Company  or 
the  City  Gas  Light  Company  of  Ocean  City. 

EARNINGS   AND    EXPHiNSES. 

The  present  operators  of  the  company  supplied  testimony 
with  regard  to  the  cost  of  operation  for  the  seven  months  during 
which  this  property  has  been  in  their  hands.  They  did  not  have 
available  the  information  concerning  the  earlier  period,  but  this 
information  is  in  the  form  of  annual  reports  for  each  year  since 
1911. 

Table  I  is  the  detailed  operating  expenses  for  the  seven 
months  referred  to,  and  also  shows,  in  the  last  three  colums,  the 
Board's  determination  of  the  reasonable  rate  to  be  charged  by 
the  applicant  utility. 
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From  the  data  submitted  by  the  company  and  by  comparison 
with  the  annual  reports,  it  has  been  estimated  that  for  a  full  year 
the  total  gas  produced  would  be  approximately  57,000  M.  cubic 
feet.  It  is  estimated  by  objectors'  engineer  that  the  total  sales 
will  amount  to  43,284  M.  cubic  feet.  In  Table  I  we  have  cal- 
culated that  the  total  operating  expenses  and  taxes  (but  not  in- 
cluding amortization)  for  each  thousand  cubic  feet  of  gas  de- 
livered to  the  customer  amount  to  $2.06.  An  allowance  of 
$11,250  for  depreciation  and  return  on  capital  calls  for  an  addi- 
tional 25.99  cents  per  M.  cubic  feet.  This  gives  an  average  of 
about  2.32  per  M  cubic  feet  of  gas  sold  to  consumers.  This  is 
based  upon  a  supply  of  gas  under  the  former  standard  of  600 
B.  t.  u.  The  reduction  in  the  heating  value  standard  provided  in 
the  Board's  report  of  August  3  will  result  in  a  reduction  in  the 
cost  of  gas  of  17.82  cents  per  M.  cubic  feet  sold,  or  to  an  average 
price  of  about  $2.14.  The  rate  charged  at  the  present  time  is 
$1.40  per  M.  cubic  feet  of  gas  plus  a  service  charge  of  twenty-five 
cents  per  meter  per  month  for  three  and  five-light  meters.  We 
have  estimated  that  with  2,100  meters  in  use,  the  service  charge, 
if  applied  annually,  will  bring  the  company  a  revenue  of  $6,300. 
About  $500  is  received  from  miscellaneous  revenues,  making  a 
total  of  $6,800.  This  amounts  to  about  15.7J  cents  per  M.  cubic 
feet  of  gas  sold.  This,  deducted  from  the  average  figure  of 
about  $2.14,  gives  us  an  average  to  be  charged  for  each  M.  cubic 
feet  of  gas  delivered  through  meter  of  $1.9846  per  M.  cubic  feet 
of  gas,  which  may  be  taken  at  $2.  To  this  is  to  be  added  the 
service  charge  which  is  to  be  made  on  an  annual  basis,  that  is, 
seasonal  customers  are  to  be  charged  a  service  charge  of  $3  per 
annum  for  the  three  and  five-light  meters  with  proportionately 
larger  charges  for  larger  meters,  payable  at  the  beginning  of  the 
season.  All  year  round  customers  will  be  charged  at  the  monthly 
rate  applicable  to  the  particular  size  of  meter. 

The  taxes  as  herein  taken  are  materially  higher  than  those 
shown  in  the  petitioner's  statement  of  taxes  for  seven  months, 
which,  apparently,  are  based  on  taxes  paid  but  not  accrued.    The 
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^    arposes  is  now  five  per  cent,  of  the  gross 

,  ^c^  receipts  tax  in  lieu  of  personal  property 

^     i:xw  per  cent.,  or  about  eight  per  cent,  for 

Vhe  petitioner  will,  therefore,  receive  in  192a 

^   .  jiixHit  eight  per  cent,  of  1919  revenue  so  that 

.xtii  at  $4,500.     The  expert  engineers  for  the 

,j^  taxes  as  equal  to  those  of  1918,  at  which  time 

was  chargeable  for  franchise  taxes  and  personal 

xvc>  were  not  based  on  gross  receipts  from  gas. 

CONCI.US10N. 

X-  .^oard  therefore  finds  and  determines  that  the  company's 
V,  .  on  will  be  dismissed  with  leave,  however,  to  file  a  schedule 
. .  iviiejs  effective  with  sales  of  gas  made  on  and  after  August  i, 
:v?.x\  as  follows: 

1.  Service  charges  as  follows: 

3- light  and  5-Hght  meters,  $0.25  per  month 

10  "  "  30  " 

JO  "  "  40  " 

^o  "  "  50  " 

45  "  "  65  "         " 

60  "  "  80  " 

80  "  /          "  1.00  " 

100  "  "  1.20  "     .   " 

Seasonal  customers  are  to  pay  the  full  twelve  months'  change 
in  one  sum  at  the  beginning  of  the  season.  All  year  round  cus- 
tomers will  pay  the  appropriate  charge  by  the  month. 

2.  A  charge  of  $2  per  thousand  cubic  feet  of  gas  supplied  to 
consumers. 

3.  Acceptance  by  the  company  of  the  increases  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  increases  now  or  formerly  allowed  to  the  applicant  company 
may  be  made  as  and  when  conditions  as  indicated  by  operating 
results  both  as  to  revenue  and  the  character  of  service  rendered 
warrant. 
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4.  Beginning  with  the  effective  date  of  said  schedule  of  rates, 
the  petitioner  is  to  render  to  the  Board  monthly  reports.  These 
reports  are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Xon-Operating  Income,  Income 
Deductions  and  balance  available  for  General  Amortization,  Divi- 
dends and  Surplus,  and  also  the  amount  appropriated  for  General 
Amortization,  together  with  a  comparison  with  the  figures  for  the 
corresponding  period  of  the  preceding  year.  This  statement  may 
preferably  follow  the  form  shown  in  the  annual  report  for  gas 
utilities  (page  21,  Income  Statement;  22,  lines  i  to  11,  Operating 
Revenues;  26,  lines  27  to  37,  with  amount  appropriated  for 
amortization,  account  495,  stated  separately  under  VI).  And 
the  Board  will  retain  jurisdiction  of  the  emergency  increase  as 
herein  approved  for  the  purpose  of  modifying  same  as  and  if 
the  conditions  change. 

Dated  August  4,  1920. 

Commissioner  Wright  dissents. 


No.  831. 

In  the  Matter  o^  the  Application  of  the  Cumberland 
County  Gas  Company  for  Further  Increase  in  Rates. 

1.  In  considering  the  petition  of  the  applicant  for  approval  of  increased 
rates  the  Board  allows  for  the  use  of  capital  $32,500,  being  essentially  the  net 
fixed  charges,  with  a  small  margin  for  contingencies. 

2.  Operating  expenses  and  taxes  are  estimated  to  aggregate  $298,795,  on 
the  basis  of  the  present  standard  for  gas.  Adding  to  this  $32,500  and  deduct- 
ing revenue  to  be  derived  from  sales  of  residuals  leaves  $326,720,  from  which 
an  average  rate  of  $2,115  is  derived. 

3.  As  a  result  of  a  modification  of  the  heating  standard  for  gas  recently 
ordered  by  the  Board,  the  average  rate  is  reduced  to  $1,965.  On  the  basis  of 
the  first  year's  operation  the  first  block  would  require  to  be  added  to  the 
average  of  all  blocks  about  2.5  cents,  which  brings  the  rate  for  the  first  block 
of  the  schedule  to  $1.99,  which  will  be  taken  as  $2,00. 

4.  As  the  company  and  the  community's  representatives  appear  to  desire 
the  discontinuance  of  the  monthly  service  charge,  the  Board  will  not  continue 
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this,  but  will  determine  a  schedule  in  which  this  element  of  cost  is  not  to  be 
collected  as  a  separate  item. 

5.  The  Board  disapproves  of  the  practice  of  the  pMitioner  loaning  money 
to  the  High  Pressure  Construction  to  finance  water  and  electric  companies 
controlled  by  a  common  interest. 

6.  The  rates  proposed  by  the  petitioner  are  disapproved.  A  block  schedule 
is  suggested,  beginning  with  $2.00  net  per  thousand  cubic  feet. 

Lewis  Starr,  for  the  Company. 

Louis  H,  Miller,  for  the  City  of  Millville  and  Maurice  River 
Township. 

5".  JV,  Hard,  for  the  Borough  of  Vineland. 

Benjamin  Stevens,  for  Township  of  Landis. 

Senator  Reeves,  for  Cumberland  County  and  City  of  Millville. 

The  petition,  among*  other  things,  alleges : 

That  the  value  of  the  capital  of  the  company,  used  and  useful, 
based  upon  the  present-day  investment  value,  is  $748,418.30, 
and  based  upon  the  value  of  reproduction,  $939,954.81. 

That  the  rates  now  charged  are  as  follows : 

(a)  Graduated  Fixed  Service  Charge  (in  addition  to  a 
charge  for  gas  actually  consumed). 

For  three  and  five-light  meters  the  fixed  service  charge  shall 
be  twenty-five  cents  per  month.  For  each  one-light  increase  in 
capacity  above  five-light,  add  one  cent  per  month. 

(b)  Uniform  Schedule  of  Rates  to  be  Charged  in  Pro- 
portion TO  the  Consumption  of  Gas. 

From                                100               to    25,000  cubic  feet, $1.45 

For  the  excess  over    25,000  and  up  to    50,000  cubic  feet,  140 

For  the  excess  over    50,000  and  up  to    75,ooo  cubic  feet, 1.35 

For  the  excess  over    75,000  and  up  to  100,000  cubic  feet, 1.30 

For  the  excess  over  100,000  and  up  to  150,000  cubic  feet, 1.25 

For  the  excess  over  150,000  and  up  to  200,000  cubic  feet,  1.20 

For  the  exccs's  over  200,000  and  up  to  300,000  cubic  feet, 1.15 

For  the  excess  over  300,000  and  up  to  400,000  cubic  feet, i.io 

For  the  excess  over  400,000  and  up  to  500,000  cubic  feet, 1.05 

For  the  excess  over  500,000  cubic  feet,  1.00 
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which  rates  became  effective  on  January  28,  1919,  pursuant  to 
a  report  and  order  of  the  Board  dated  that  date,  based  upon  an 
application  of  the  petitioner  theretofore  made  for  an  increase  in 
rates ; 

That  the  service  charge  included  in  the  above  schedule  of 
rates  should,  in  the  petitioner's  opinion,  be  discontinued  as  a 
matter  of  economical  administration  of  the  petitioner's  business; 

That  in  lieu  of  the  discontinued  service  charge  the  minimum 
monthly  charge  of  twenty-five  cents  should  be  made  to  each 
customer ; 

That  it  is  the  belief  of  the  petitioner  that  owing  to  the  in- 
creasing scarcity  of  gas  oil  the  petitioner  should  be  permitted 
to  reduce  the  heating  standard  of  gdiS  to  below  600  B.  t.  u. 
per  foot; 

That  the  proposed  schedule  of  rates,  assuming  the  service 
charge  to  be  discontinued,  is  as  follows: 

From                                 100               to    25,000  cubic  feet, $2.35 

For  the  excess  over    25,000  and  up  to    50,000  cubic  feet, 2.25 

For  the  excess  over    50,000  and  up  to    75,000  cubic  feet, 2.15 

For  the  excess  over    75,000  and  up  to  100,000  cubic  feet,  2.05 

For  the  excess  over  100,000  and  up  to  150,000  cubic  feet, 1.95 

For  the  excess  over  150,000  and  up  to  200,000  cubic  feet, 1.85 

For  the  excess  over  200,000  and  up  to  300,000  cubic  feet, 1.75 

For  the  excess  over  300,000  and  up  to  400,000  cubic  feet, , 1.65 

For  the  excess  over  400,000  and  up  to  500,000  cubic  feet, 1.50 

For  the  excess  over  500,000  cubic  feet,  1.25 

That  the  loss  by  operation  of  the  petitioner's  business  for  the 
fiscal  year  1918  was  $65,100.79  and  during  the  fiscal  year  1919, 
$14,624.70;  during  the  eleven  months  of  which  the  petitioner 
had  the  benefit  of  advanced  rates  and  no  dividend  for  the  years 
1918  and  1919  is  included  in  the  losses  as  stated; 

That  the  reason  for  asking  the  further  increase  in  rates  is  due 
to  the  advanced  cost  of  operation  of  the  company's  system; 

That,  in  order  to  apprise  the  consumers  in  the  territory  served 
by  the  petitioner,  notices,  of  which  copies  were  attached  to  the 
petition,  were  published  in  the  Millville  Republican,  Bridgeton 
20 
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Evening  News,  Bridgeton  Pioneer  and  Vineland  Evening  Jour- 
nal, during  the  month  of  April,  1920. 

This  case  is  essentially  a  continuation  of  the  preceding  case 
except  that  the  company  produced  a  witness  who  testified  as  to 
the  value  of  the  property  on  the  basis  of  reproduction  new  under 
conditions  existing  prior  to  the  war. 

I.      VALUE  OF  THE  PROPERTY  USED  AND  USEFUL. 

Based  on  the  value  of  the  property  as  fotmd  in  an  appraisal 
made  by  Messrs.  I>ay  and  Zimmerman  (and  in  the  proceeding 
proved  by  one  of  their  representatives)  for  the  purpose  of  merg- 
ing and  consolidating  the  company,  and  continued  down  to  E>e- 
cember  31,  1919,  on  the  basis  of  the  actual  cost  of  property  in- 
stalled since  said  valuation,  the  value  of  the  property  at  said 
date,  December  31,  1919,  was  shown  to  be  $939,954-8i,  against 
which  the  company  has  provided  a  reserve  for  accrued  amortiza- 
tion of  capital  in  the  amount  of  $191,536.48.  Deducting  this 
reserve  for  accrued  amortization  of  capital  from  the  value  new 
of  fixed  capital,  we  have  a  resulting  value  of  $748,418.33,  which 
does  not  include  working  capital.  In  view  of  the  conclusions 
hereinafter  referred  to,  however,  this  valuation  is  given  for  in- 
formation, and  not  for  the  purpose  of  forming  a  conclusion. 

II.      RATE  OF   RETURN. 

In  its  petition  the  company  asks  that  it  be  allowed  interest 
expended  by  it  during  the  year  1919  and  in  addition  thereto 
an  eight  per  cent,  dividend  on  its  stock  of  $200,000. 

The  net  interest  paid  by  the  petitioner  during  191 9  approxi- 
mated $30,000.  As  a  return  on  capital  the  Board  in  permitting 
increased  rates  to  be  charged  will  allow  for  the  use  of  capital, 
$32,500,  being  essentially  the  net  fixed  charges  of  the  company 
with  a  small  margin  for  contingencies. 

III.      OPERATING  EXPENSES. 

In  presenting  its  case,  the  petitioner  assumed  as  a  base  its 
operations  for  the  first  year  of  the  increased  rates  allowed  bv  the 
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Board  in  its  report  dated  January  28,  1919,  and  added  thereto 
the  increased  costs  of  operation  as  claimed  by  it.  It  assumed 
a  decrease  in  consumption  and  deducted  from  the  amount 
arrived  at  a  sufficient  amount  to  provide  for  the  decreased  use 
of  fuel  and  oil  in  the  plant  due  to  the  assumption  that  the  sales 
under  increased  rates  petitioned  for  would  be  but  ninety  per 
cent,  of  those  in  the  preceding  year.  To  the  amount  so  arrived 
at  it  added  $16,000  to  provide  a  dividend  on  its  capital  stock. 
This  method  cannot  be  very  easily  followed  if  any  variation  be 
made  in  the  assumptions  upon  which  it  is  based,  nor  is  it  based 
on  the  latest  and  most  available  information. 

Instead  of  arriving  at  the  result  in  this  manner,  the  Board 
has  had  prepared  from  the  monthly  reports  submitted  by  the 
company  a  tabulation  for  the  year  ending  June  30,  1920,  and 
also  for  the  months  of  March,  April,  May  and  June,  1920.  The 
gas  sold  during  the  entire  year  ending  June  30,  1920,  amounted 
to  162,697  M.  cubic  feet,  which  is  substantially  the  same  amount 
of  gas  as  was  sold  in  191 8,  the  year  preceding  the  last  increase  in 
rates,  showing  that  the  temporary  loss  in  consumption  when 
the  higher  rate  was  first  imposed  has  now  been  regained.  Dur- 
ing the  last  four  months  of  the  year  referred  to  the  sales  have 
amounted  to  53,381  M.  cubic  feet,  which  is  almost  exactly  one- 
third  of  the  year's  sales.  Excepting  with  respect  to  plant  cost, 
it  is  believed  that  the  results  for  these  four  months  will  fairly 
reflect  what  the  company's  costs  may  be  during  the  ensuing  year 
or  eighteen  rtionths.  With  respect  to  the  plant  costs,  slightly 
less  than  five  cents  have  been  added  to  the  June  costs  in  order 
to  give  weight  to  all  known  increases  which  have  taken  place  in 
this  company's  business,  and  at  the  same  time  take  into  account 
the  fact  that  the  company  may  use  some  economy  in  the  purchase 
of  oil  as  compared  with  the  peak  prices  paid  by  the  company 
in  the  last  month's  operations  proved  during  the  hearing.  Fol- 
lowing this  method.  Table  I  has  been  prepared: 


Digitized  by 


Google 


3o8  Board  of  Public  Utility  Commissioners. 

Cumberland  County  Gas  Co. — Rates. 


TABLE  I. 

RATE   REQUIRED  ON  BASIS   OF   154,500   M.   CUBIC   FEET  OF  GAS   TO  BE   SOLD  DURING 

ENSUING  YEAR  AND   I9I,600   M.  CUBIC  FEET  TO  BE  MADE.       BASED  ON 

EXPENSES   FOR   FOUR   MONTHS   ENDING   JUNE  30,   I920. 

CORRECTED   FOR  CHANGE  IN   STANDARD. 

Average  Cost 
PerM.Cu.ft, 
Amount.  Sold. 

Production  expense,   $208,575  $i-350 

Transmission  and  distribution,   23,485  0.152 

Str-ct  lighting,   465  0.003 

Commercial,     12,825  0.083 

New  business,   1,080  0.C07 

General  and  miscellaneous  (i),  20,085  0.130 

Amortization,    12,500  0.081 

Operating  expenses,    $279;oi5  $1,806 

Taxes 19,315  0.125 

Uncollectible  bills, 465  0.003 

$298,795  $1,934 

For  use  of  capital,  32,500  0.210 

$33L295  $2,144 

Less  residuals  sold,  4,575  0.029 

On  basis  of  present  standard,  $326,720  $2.1 15 

On  basis  of  new  standard  of  525  B.  t.  u.  and  efficient 
use  of  oil  equal  to  191 7  and  1918  experience, 23,120  0.150 

Adjusted  cost  and  average  rate,  $303,600  $1,965 

Add,  to  provide  diflFerential  rates,  0.025 

Rate  for  first  or  base  block,  $1,990 

Taken  as  $2.00 

(i)  Includes  cost  of  residuals  sold. 

In  preparing  Table  I  it  has  been  assumed  that  there  will  be  a 
five  per  cent,  decrease  in  the  sales  for  the  year  ending  June  30, 
1920,  which  will  make  the  basis  of  sales  154,500  M.  cubic  feet. 
Further,  it  is  estimated  that  191,000  M.  cubic  feet  will  require 
to  be  made  in  order  to  furnish  this  consumption.     On  the  basis 
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of  the  present  standard  the  operating  expenses  and  taxes  are 
estimated  to  aggregate  $298,795  or  at  the  average  rate  of  $1,934. 
Adding  to  this,  for  the  use  of  capital,  $32,500,  hereinbefore 
referred  to,  and  deducting  the  revenue  to  be  derived  from  the 
sales  of  residuals  leaves  for  cost  of  gas  $326,720,  or  at  the 
average  rate  of  $2,115.  In  a  report  just  issued  by  the  Board 
with  respect  to  a  general  modification  of  Rule  IX,  prescribing 
600  B.  t.  u.  as  the  average  standard  for  the  gas  to  be  sold  by 
the  companies  of  this  State,  it  is  determined  that  the  standard 
shall  be  modified  to  the  extent  that  gas  hereafter  to  be  furnished 
shall  average  525  B.  t.  u.  per  cubic  foot.  It  is  estimated  that, 
for  the  191,000  M.  cubic  feet  of  mixed  gas  furnished  by  the  peti- 
tioner,* a  decrease  of  $23,120  in  costs  will  be  effected.  This  de- 
ducted from  the  $326,720  cost  under  the  existing  standard  would 
make  the  revenue  to  be  derived  from  the  sales  of  gas  on  the  new 
standard  aggregate  $363,600  or  an  average  cost  per  thousand  of 
$1,965.  On  the  basis  of  the  first  year's  operation  the  first  block 
would  require  to  be  added  to  the  average  of  all  blocks  about  2.5 
cents  which  brings  the  rate  for  the  first  block  of  the  schedule 
to  $1.99,  which  will  be  taken  as  $2.  In  comparison  with  the 
rate  petitioned  for  this  is  a  decrease  of  about  twenty  cents.  About 
half  of  the  twenty  cents  difference  arises  from  the  denial  of  the 
request  to  include  provision  for  $16,000  a  year  dividend.  The 
rest  comes  from  adjustments  in  the  estimated  cost  of  oil  ond 
other  items. 

IV.    FORM   OF   RATE  SCHFJ)ULE. 

The  petitioner  and  the  counsel  for  the  objectors  desire  the 
Board  to  discontinue  the  fixed  service  charge  of  twenty-five 
cents  a  month  for  a  five-light  meter.  The  Board  is  not  convinced 
that  a  separation  of  the  revenue  to  be  derived  into  a  fixed  service 
charge  and  a  price  per  i  ,000  cubic  feet  for  gas  actually  consumed 
is  inequitable.  As,  however,  both  the  company  and  tjie  com- 
munity's representatives  appear  to  desire  the  discontinuance  of 
this  form  of  rate,  the  Board  will  not  continue  the  service  charge, 
but  will  determine  a  schedule  of  rates  in  which  this  element  of 
cost  is  not  to  be  collected  as  a  separate  item. 
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The  increased  cost  of  gas  since  191 5  is  shown  by  the  com- 
parison in  the  following  table,  the  Millville  Gas  Light  Company 
being  the  predecessor  of  the  Cumberland  County  Gas  Company. 
Interest  and  return  on  capital  are  excluded. 

TABLE  II. 

COST  OF  GAS  PER  M.  CUBIC  FEET  SOLD  UNDER  600  B.  T.  U.  STANDARD,  I915  AND  I92O. 

Millville  Cumberland 

Gas  Light  County  Gas 
Co.,  1915,         Co.,  1920. 

Cost  in  holder, $0,326  $1-350 

Cost  from  holder  to  burner  (i ),   0.325  0^446 

Amortization  charged,   0.195  0.081 

Operating  expenses,   $0,846  $1877 

Taxes,    0.057  0.125 

Uncollectible   bills, 0.002  0.003 

Total  deductions,   $0,905  $i-934 

Less  residuals  sold,  0.104  0.029 

Net  cost  of  gas  per  M.  cubic  feet, $0,801  $1905 

(i)  Includes  cost  of  residuals  sold. 

The  net  cost  of  gas  per  thousand  cubic  feet  in  191 5  approxi- 
mated eighty  cents  whereas  in  1920  under  the  same  standard  the 
costs  approximated  $1,905,  an  increase  of  a  little  over  $1.10  per 
thousand. 

In  191 5  the  schedule  of  rates  for  the  larger  municipalities  such 
as  Millville  and  Vineland  provided  for  a  base  rate  of  one  dollar 
and  in  the  smaller  communities  the  base  rate  was  $1.50.  The 
base  rate  allowed  hereinafter  involves  an  increase  of  one  dollar 
over  the  schedule  prescribed  by  ordinance  in  the  one  dollar  terri- 
tory and  an  increase  of  fifty  cents  in  other  territory  served  by 
the  present  Cumberland  County  Gas  Company.  It  is  apparent 
then  that  the  company  will  receive  practically  only  the  increase 
in  its  operating  expenses  from  the  schedule  of  rates  hereinbefore 
arrived  at. 
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The  counsel  for  the  Bprough  of  Vineland  and  the  Township 
of  Landis,  while  entering  general  objections  to  the  increase  in 
rates,  advances  as  a  special  reason  for  the  denial  of  the  rate  in 
Vineland  that  the  ordinance  under  which  the  present  company  is 
operating  provides  that  ''coal  gas"'  should  be  served  in  Vineland 
and  not  a  mixed  gas  such  as  is  actually  being  delivered  to  that 
community.  This  Board  is  vested  with  authority  to  require  the 
provision  by  gas  companies  and  other  public  utilities  of  adequate 
and  proper  service  and  to  fix  just  and  reasonable  standards  to 
be  observed.  This  authority  is  not  limited  by  the  terms  imposed 
by  municipal  ordinances.  If  it  were  otherwise,  the  Board, 
against  the  objection  of  a  public  utility,  would  be  powerless  to 
require  it  to  supply  service  beyond  any  limitations  in  such 
ordinances.  The  Board  adopted,  October  17,  19 11,  Standards 
and  Regulations  to  be  observed  by  gas  companies.  With  such 
standards  obsen^ed  either  "mixed"  or  "coal  gas''  may  be  satis- 
factorily used  and  no  distinction  is  made  in  the  standards  be- 
tween the  two. 

The  counsel  for  the  Borough  of  Vineland  further  alleges  that 
a  discrimination  against  the  citizens  of  Vineland  results  from 
the  fact  that  coal  gas  can  be  manufactured  under  present  condi- 
tions cheaper  than  water  gas  and  that  the  resulting  rate  to  Vine- 
land  will  be  increased  by  reason  of  serving  the  present  mixed  gas. 
It  does  not  follow  that  coal  gas  under  existing  costs  can  be  manu- 
factured cheaper  than  water  gas.  Within  the  past  month  details 
have  been  submitted  to  the  Boai*d,  verified  under  oath,  as  to  the 
comparative  cost  of  manufacturing  water  gas  and  coke  oven  gas 
on  a  large  scale  in  the  City  of  Camden.  Assuming  the  cost  of 
upwards  of  a  billion  cubic  feet  of  water  gas  made  in  the  Camden 
Works  as  100,  the  cost  of  the  coal  gas  made  in  coke  works  would 
be  1 13.4  on  a  production  of  nearly  1,400,000  M.  cubic  feet  of  gas. 
If  these  two  gases  were  mixed^  the  resulting  production  cost 
would  be  less  for  the  mixed-'gas  tbait  for  the  coal  or  oven  gas 
alone. 

Furthermore,  the  amount  of  coal  gas  produced  in  the  plant 
of  the  petitioner  during  191 9  (the  maximum  for  three  or  four 
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years  last  past)  was  approximately  81,300  M.  cubic  feet.  Assum- 
ing a  loss  in  distribution  of  nineteen  per  cent.,  this  corresponds 
to  65,850  M.  cubic  feet  sold.  As  the  City  of  Millville  alone, 
for  which  the  generating  plant  was  originally  constructed,  pur- 
chased 72,436  M.  cubic  feet  of  gas  during  19 19,  it  is  apparent 
that  there  was  not  enough  coal  gas  alone  to  furnish  even  Mill- 
ville, with  coal  gas  exclusively,  to  say  nothing  of  furnishing  gas 
to  outlying  communities;  furthermore,  that  as  the  19 19  produc- 
tion of  coal  gas  is  about  the  maximum  which  the  petitioner  can 
safely  produce,  the  communities  served  could  not  be  furnished 
with  coal  gas  alone  due  to  lack  of  gas  generating  capacity.  Under 
present  conditions,  it  is  necessary  that  the  mixed  gas  be  served, 
of  which  approximately  sixty  per  cent,  is  water  gas.  Vineland 
could  not  be  furnished  with  unmixed  coal  gas  without  denial  of 
all  service  of  gas  to  a  majority  of  the  petitioner's  customers. 

V.    ACCOUNTING  AND  FINANCING  METHODS. 

The  greater  part  of  the  testimony  taken  in  this  case  (aggregat- 
ing about  550  pages)  dealt  with  the  accounting  and  financing 
methods  of  the  company.  The  company  appears  to  be  complying 
with  the  requirements  of  the  ''Uniform  System  of  Accounts  for 
Gas  Utilities"  as  prescribed  by  the  Board  by  order  dated  Decem- 
ber 3,  191 2,  and  effective  on  January  i,  191 3,  as  subsequently 
amended.  It  appears,  however,  that  for  a  number  of  years  past 
the  principal  stockholder  and  the  present  treasurer  of  the  com- 
pany has  made  it  a  practice  to  advance  money  to  the  petitioner  or 
its  predecessor,  the  Millville  Gas  Light  Company.  The  two  com- 
panies in  turn,  under  contract,  had  all  construction  work  per- 
formed by  the  High  Pressure  Construction  and  Supply  Com- 
pany, a  corporation  owned  by  substantially  the  same  stockholders 
as  the  petitioner  and  in  which  the  principal  stockholder  appears 
to  be  the  treasurer  of  the  Cumberland  County  Gas  Ccwnpany. 
The  High  Pressure  Construction  and  Supply  Company,  in  turn, 
has  financed  the  water  and  electric  companies  belonging  to  the 
same  interests,  borrowing  the  money  from  the  petitioner  in  order 
to  so  finance  the  other  companies.  On  December  31,  19 19,  the 
High  Pressure  Construction  and  Supply  Company  owed  the 
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petitioner  substantially  $170,000  and  has  at  all  times  since  the 
organization  of  the  petitioner  owed  it  large  amounts  which  the 
petitioner,  as  stated,  in  turn,  borrowed  for  the  most  part  from 
the  said  principal  stockholder  and  treasurer  of  the  company.  The 
transactions  during  the  past  year  do  not  appear  to  have  been  im- 
proper but  as  pointed  out  by  counsel  for  the  objectors,  the  practice 
might,  under  other  management,  be  open  to  dangerous  abuse. 
Counsel  for  the  petitioner  concurred  in  the  opinion  that  this 
practice  was  not  proper  and  should  be  disapproved  by  the  Board. 
It  would  appear  that  if  the  principal  owner  in  this  enterprise 
desires  to  finance  other  unrelated  utilities  in  the  same  field,  the 
petitioner  should  not  be  used  as  a  banking  or  clearing  house  for 
loans  to  such  other  utilities,,  but  these  should  be  made  directly 
to  the  utilities  in  question.  The  Board  distinctly  disapproves  of 
this  practice  and  recommends  that  it  be  abandoned  and  the  bal- 
ance of  the  High  Pressure  Construction  and  Supply  Company 
to  the  petitioner  be  liquidated  at  the  earliest  possible  moment 
either  by  the  transfer  of  the  open  balance  to  the  principal  stock- 
holder and  treasurer  or  otherwise.  If  this  is  not  done  within  the 
present  calendar  year,  the  Board  will,  on  proper  representation, 
take  such  action  to  remedy  the  condition  as  may  be  proper  and 
fit  in  the  premises. 

The  Board  finds  and  determines : 

(i)  The  schedule  of  rates  proposed  by  the  petitioner  is  un- 
reasonable in  view  of  the  testimony  adduced  and  the  petition 
will  therefore  be  dismissed. 

(2)  That  the  company  may  file  the  following  schedule  of 
rates,  effective  for  all  gas  sold  on  and  after  August  i,  1920 : 

From                          100  and  up  to    25,000  cubic  feet, $2.00  net 

For  excess  over    25,000  and  up  to    50,000  cubic  feet 1.95 

For  excess  over    50,000  and  up  to    75,000  cubic  feet, 1.90 

For  excess  over    75,000  and  up  to  100,000  cubic  feet, 185 

For  excess  over  100,000  and  up  to  150,000  cubic  feet, i.75 

For  excess  over  150,000  and  up  to  200,000  cubic  feet, 1.70 

For  excess  over  200,000  and  up  to  300,000  cubic  feet, 1.65 

For  excess  over  300,000  and  up  to  400,000  cubic  feet, 1.60 

For  excess  over  400,000  and  up  to  500,000  cubic  feet i  55 

For  excess  over  500,000  cubic  feet, i-50 
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All  bills  are  due  on  presentation  with  ten  days  allowed  in 
which  payment  is  to  be  made. 

(3)  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  condi- 
tions as  indicated  by  operating  results  both  as  to  revenue  and  the 
character  of  service  rendered  warrant. 

(4)  The  schedule  of  rates  for  the  sale  of  gas  herein  allowed 
is  based  on  the  distribution  of  gas  under  the  new  standard  of 
525  B.  t.  u.  required  by  order  of  this  Board  issued  August 
3,  1920. 

(5)  Beginning  at  the  effective  date  of  said  schedule  of  rates 
the  company  is  to  render  to  the  Board  monthly  reports.  These 
reports  are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Non-Operating  Income,  Income 
Deductions  and  balance  available  for  General  Amortization 
Dividends  and  Surplus,  and  also  the  amount  appropriated  for 
General  Amortization,  together  with  a  comparison  with  the 
figures  for  the  corresponding  period  of  the  preceding  year. 
This  statement  may  preferably  follow  the  form  shown  in  the 
annual  report  for  gas  utilities  (page  21,  Income  Statement  22, 
lines  I  to  1 1,  Operating  Revenues  26,  lines  27  to  37,  with  amount 
appropriated  for  Amortization,  Account  495,  stated  separately 
under  VI).  And  the  Board  will  retain  jurisdiction  of  the 
emergency  increase  as  herein  approved  for  the  purpose  of  modi- 
fying same  as  and  if  the  conditions  change. 

Dated  August  4,  1920. 
Commissioner  Wright  dissents. 


No.  832. 

Public  Service  ^as  Company — In  the  Matter  of  the  Ap- 
pucATioN   FOR  Further  Increase  in   Rates. 

I.  The  petitioner  proposes  to  increase  its  base  rate  for  gas  from  $1.15  per 
thousand  cubic  feet  to  $1.55 ;  claiming  that  operating  expenses  for  the  year 
ending  July  31,  1921,  will  show  an  increase  of  about  42  cents  per  thousand 
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cubic  feet  over  the  operating  expenses,  upon  which  the  rate  of  $1.15  was 
fixed  by  the  Board  as  just  and  reasonable. 

2.  It  is  apparent  that  consideration  of  this  case  may  be  narrowed  to  those 
factors  which  have  caused  costs  to  increase  since  the  Board  considered  this 
matter  in  its  report  of  November  28,  1919.  As  was  done  in  the  former  case, 
this  will  be  determined  more  especially  by  a  consideration  of  costs  in  the 
Passaic  Division,  in  which  the  Board  has  heretofore  determined  the  value  of 
the  plant  of  the  utility. 

3.  The  value  of  the  property  is  taken  as  $5,900,000  in  round  figures.  Allow- 
ing a  return  of  8%  and  increases  in  costs  of  operation  the  base  rate  with 
the  average  heating  value  of  600  B.  t.  u.  and  a  minimum  of  530  B.  t.  u. 
would  be  $1.5219  per  thousand  cubic  feet. 

4.  The  Board  has  recently  modified  its  rule  as  to  heating  standard  to  pro- 
vide a  minimum  of  525  B.  t.  u.  The  effect  of  this  will  be  to  reduce  the 
cost  of  gas  11.38  cents  per  thousand  cubic  feet  sold. 

5.  The  Board  fixes,  based  on  the  new  standard  of  525  B.  t.  u.,  a  base 
rate  of  $140  per  thousand  cubic  feet. 

Frank  Bergen,  B.  W,  Wakelee  and  L,  D,  H,  Gilmour,  for  the 
Company. 

W,  A.  Kcevanaugh,  for  Hoboken. 

C  M.  Bgan,  for  Jersey  City. 

/.  T.  Congleton,  for  Newark. 

A,  0,  Miller,  for  Passaic. 

£.  G.  C,  Bleakly,  for  Camden. 

£.  G.  C,  Bleakly,  for  Audubon. 

P.  Godell,  for  Montclair. 

W.  J.  Wright,  for  Hackensack. 

//.  M.  Hartnian,  for  Trenton. 

W.  A.  Calhoun,  for  Orange. 

C  H.  Stewart,  for  Irvington. 

C.  T.  VanDoren,  for  Harrison. 

A.  Riker,  for  South  Orange. 
T.  M.  Marsh,  for  East  Orange. 

B.  D,  IVhittftg,  for  West  Orange. 
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IV.  G.  Grandley,  for  Caldwell. 
F.  B.  Davis,  for  Woodbury. 
W.  M,  Seufert,  for  Palisades  Park. 
W.  M.  Seufert,  for  Englewood  Cliffs. 
/.  W.  DeYoe,  for  Ridgewood. 
/.  W,  DeYoe,  for  Haledon.' 
Luther  Shafer,  for  Lyndhurst. 
C.  A,  Reed,  for  Plainfield. 

Charles  A.  Reed,  for  N.  J.  State  League  of  Municipalities. 
Mayor  Torrance,  for  Kearny. 
R.  B,  Lewis,  for  Paterson. 
IV,  W.  Crane,  for  Verona. 
H.  Barrett,  for  Madison  Borough. 
F.  J.  Lynch,  for  Bloomfield  Mfg.  Club. 
F.  D.  Coan,  for  South  Amboy. 
IV,  P,  Hurley,  for  Nutley. 
B.  C.  Toms,  for  Morristown. 
Kirk  Brown,  for  Mfrs.  Council  of  New  Jersey. 
E.  L  Berry,  for  Merchantville. 
.  F,  B.  Jess,  for  Haddon  Heights. 
A,  E.  Schaflen,  for  Pensauken. 
Rev,  C,  F,  Aue,  for  himself,  as  Consumer. 
IV,  T,  Taylor,  for  himself,  as  Consumer. 

The  petition  alleges: 

That  the  rate  schedule  now  in  effect  is  as  follows: 
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First  20  M.  cubic  feet  per  month $115  per  M. 

Next  30  M.  cubic  feet  per  month,  i.io  per  M. 

Next  50  M.  cubic  feet  per  month,  1.05  per  M. 

Next  50  M.  cubic  feet  per  month i.oo  per  M. 

Next         50  M.  cubic  feet  per  month, 95  per  M. 

Next        100  M.  cubic  feet  per'  month, 90  per  M. 

Next        500  M.  cubic  feet  per  month, 85  per  M. 

All  over  800  M.  cubic  feet  per  month, 80  per  M. 

"The  above  rate  to  be  applied  to  each  installation 
or  plant.     The  consumption  of  gas  by  the  same  con- 
sumer in  different  plants  or  localities  will  not  be  com- 
bined." 
That  the  schedule  proposed  to  become  effective  is  as  follows : 

First          20  M.  cubic  feet  per  month,  $1.55  per  M. 

Next          30  M.  cubic  feet  per  month,  1.50  per  M. 

Next          50  M.  cubic  feet  per  month,  1.45  per  M. 

Next          50  M.  cubic  feet  per  month, 1.40  per  M. 

Next          50  M.  cubic  feet  per  month,  1.35  per  M. 

Next        100  M.  cubic  feet  per  month,  1.30  per  M. 

Next        500  M.  cubic  feet  per  month,  1.25  per  M. 

All  over  800  M.  cubic  feet  per  month, 1.20  per  M. 

"The  above  rate  to  be  applied  to  each  installation 
or  plant.     The  consumption  of  gas  by  the  same  con- 
sumer  in    different   plants   or   localities   will    not    be 
combined." 
That  the  necessity  for  the  increase  in  rate  is  due  to  increased 
operating  expenses  by  reason  of  increases  in  cost  of  labor  and 
material  used  in  the  manufacture  and  distribution  of  gas,  and 
of  taxes,  including  increased  cost  of  oil,  which  oil  after  August 
I,  1920,  will  cost  13.45  cents  per  gallon  as  compared  with  the 
present  average  cost  of  5.18  cents  per  gallon,  or  an  increase  of 
8.27  cents  per  gallon.     Also  including  large  increases   in  the 
cost  of  coal. 

That  operating  expenses  for  the  year  ending  July  31,  1921, 
will  show  an  increase  of  about  42  cents  per  thousand  cubic  feet 
over  the  operating  expenses  upon  which  the  rate  of  $1.15  per 
thousand  cubic  feet  was  fixed  by  the  Board  as  just  and  reasonable. 
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That  it  is  solely  to  cover  this  increase  in  cost  of  manufacture 
and  distribution  of  gas  over  the  cost  upon  which  the  rate  of 
$1.15  per  thousand  cubic  feet  was  based  that  the  schedule  of 
rates  beginning  with  the  base  rat.e  of  $1.55  per  thousand  cubic 
feet  of  gas  is  filed. 

The  company  submitted  exhibits  to  show  that  it  had  duly 
notified  the  representatives  of  the  various  municipalities  affected 
by  the  increase  in  rates  of  the  pendency  of  this  case  and  of  the 
time  and  place  of  the  hearing  called  to  consider  same  and  that  a 
series  of  advertisements  were  run  in  important  pai>ers  explaining 
the  reason  for  the  increase  asked  for  in  this  case;  furthermore, 
that  a  notice  of  the  proposed  increase  and  the  causes  moving 
the  company  to  ask  for  same  was  mailed  to  each  customer  of 
the  company  prior  to  the  hearing. 

It  is  apparent  then  that  consideration  of  this  case  may  be 
narrowed  to  those  factors  which  have  caused  the  costs  of  the 
company  to  increase  since  the  Board  considered  this  matter  in 
its  report  of  November  28,  1919.  As  was  done  in  the  former 
case,  this  will  be  determined  more  especially  by  a  consideration 
of  costs  in  the  Passaic  Division  in  which  the  Board  has  hereto- 
fore determined  the  value  of  the  plant  and  property  of  the 
applicant  utility. 


VAIvUE  OF  THE  PROPERTY  USED  AND  USEFUL. 

In  its  report  of  November  28,  1919,  the  Board  determined 
that  the  fair  value  of  the  property  as  a  basis  for  rates  for  the 
purpose  of  that  report  was  $5,872,521.  A  consideration  of  the 
net  additions  to  the  property  of  the  company  in  this  division, 
less  the  increase  in  the  amortization  reserve  provided,  will  in- 
dicate that  the  value  of  the  property  for  the  purpose  of  this 
report  may  be  taken  as  $5,900,000  in  round  figures. 
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OPERATING  EXPENSES  AND  TAXES. 

In  order  that  the  actual  changes  in  operation  expenses  since 
the  matter  was  considered  in  19 19  may  be  clearly  seen,  Table 
I,  which  follows,  has  been  prepared.  This  shows  in  parallel 
columns  the  major  classes  of  expenses  and  taxes  on  which  the 
Board's  report  of  1919  was  based  and  similar  expenses  upon 
which  the  present  report  will  be  based.  In  Appendix  I  will  be 
shown  in  full  detail  the  various  classes  of  production  expenses. 
It  was  the  increase  in  these  production  expenses  which  largely 
moved  the  company  to  apply  for  further  increases.  Table  I 
follows  : 

TABLE  I. 

COMPARISON  OF  REVENUE  DEDUCTIONS  AS  ESTIMATED  FOR  THE/  YEAR  ENDING 
SEPTEMBER  3OTH,  1920,  AND  AS  NOW  ESTIMATED  FOR  THE  YEAR  ENDING  JULY 
3IST,  I92I — ON  BASIS  OF  191 1  CLASSIFICATION  OF  ACCOUNTS.  APPROPRIATION 
FOR  AMORTIZATION   TAKEN   AT  5C   PER    M.   CU.   FT.   OF  GAS   SOLD. 


1920. 

Year  Ending 
Sept.  30. 

PerM. 
Amount.     Cu.  Ft. 
Sold. 

Production  Expenses  Net, $846,219     0.4932 

Transmission  and  Distribution, 125,210     0.0730 

Municipal  Street  Lighting 7,400     0.0043 

Commercial  Expense,  11 1,863     0.0652 

New  Business,  9,393     0.0055 

General  and  Miscellaneous,  excluding 

amortization, 83,270     0.0485 

Amortization  on  basis  of  5c  per  M. 
cu.  ft., 85,760     0.0500 

Operating  Expenses $1,269,1 15     0.7397 

Taxes, 175779     0.1024 

Uncollectible  Bills, 5,832     0.0034 

Total  Revenue  Deductions $1,450,726     0.8455 

Gas  Made,  M.  cu.  ft,  1.892,000     

Gas  Sold,  M.  cu.  ft., 1,715,798    


1921 

r^ 

Year  Ending 

July  SI. 

PerM. 

Amount. 

Cu.  Ft. 

Sold. 

$1,746,402 

0.8844 

158.350 

0.0802 

8,369 

0.0042 

123^97 

0.0624 

2,262 

O.OOII 

105,035 

0.0532 

98,758 

0.0500 

$2,242,573 

I.I355 

219,846 

0,1113 

12,246 

0.0062 

$2474,665 

1.2530 

2,197,000 

1,975,149 
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It  will  be  noted  that  in  Table  I  the  classification  of  accounts 
in  use  at  the  time  the  original  decision  of  the  Board  was  ren- 
dered in  the  Passaic  Gas  case  (dated  December  26,  191 2)  is  used 
in  both  instances.  Including  taxes,  the  total  revenue  deductions 
for  the  year  1920  is  shown  to  be  (in  Table  I)  approximately 
85  cents,  whereas  in  1921  the  corresponding  estimate  is  some- 
thing over  $1.25;  and  further,  that  in  both  years  the  amount 
assumed  to  be  set  aside  for  amortization  of  capital  is  five  cents 
per  thousand  cubic  feet  instead  of  six  cents  as  in  the  original 
Passaic  Gas  case  referred  to. 

An  examination  of  Appendix  I  will  reveal  the  fact  that  the 
principal  increases  in  production  expenses  relate  to  coal  and  oil, 
the  increase  in  oil  being  from  21.52  cents  per  thousand  cuWc 
of  gas  made  in  1920  to  52.18  cents  per  thousand  cubic  feet  of 
gas  made  in  1912.  If  related  to  gas  sold  the  increase  will  be 
somewhat  larger  in  cents. 

When  the  Board  fixed  the  rate  of  90  cents  for  gas  in  1912, 
gas  oil  cost  the  petitioner  (Exhibit  P-13)  2.45  cents  per  gallon, 
as  contrasted  with  the  new  price  of  13.25  cents  effective  as  of 
August  I,  1920,  an  increase  of  about  450  per  cent.  Coal  for 
boiler  and  generator  fuel  has  also  increased  about  150  to  200 
per  cent.  Gas  is  essentially  a  fuel,  its  costs  is  very  intimately 
dependent  on  the  cost  for  the  basic  fuel  used  in  its  manufacture. 
If  the  expenses  of  the  company  as  a  whole  had  been  taken,  the 
increase  would  have  been  commensurate  with  those  in  the  Passaic 
Division. 


RATE  REQUIRED  TO  SUPPORT  AN  EIGHT  PER  CENT. 
RETURN    ON    VALUE. 

In  order  to  deduce  the  resulting  base  rate  for  gas  sold  in  the 
light  of  costs  estimated  to  prevail  during  the  year  ending  July 
31,  192 1,  the  return  on  capital  must  be  added  to  the  operating 
expenses.     This  will  be  done  in  Table  II,  which  follows: 
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TABLE  II. 

BASE  RATES  REQUIRED  TO  EARN  EIGHT  PER  CENT.  ON  VALUE  UNDER  HEATING 
STANDARDS  0!P  600  B.  T-  U.  AND  525  B.  T.  U.  RESPECTIVELY  ;  ALSO  A  COMPARISON 
WITH  CORRESPONDING  HGURES  IN  THE   I919  RATE  CASE.. 


Year  Ending 
9'3(h20. 
I.  Valuation  taken  at, $5,872,521     


Year  Ending 
$5,900,000    


2.  Operating  Expenses  and  Taxes,...  $1,364,966  0.796  $2,375,907     1.203a 

3.  Depreciation  taken  at  5c  per  M. 

cu.  ft,  85,760  0.050  98,758     0.0500- 

4-  8%  on  $5372,521  in  1919  case, 469,802  0.274    


5.  8%  on  $5,900,000  in  this  case, 

6.  Revenue  rcjuired,  $1,920,528       1.120 


472,000     0.239a 
2,946.665     1 .4919 


7.  Average  rate  per  M.  cu.  ft.  sold, 1.12 

8.  Add  for  wholesaling  2%, 0.02 


9.  Base  rate,  600  B.  t.  u., 

10.  Deduct    for    change    in    B.    t.    u. 

standard,    


1.14 


11.  Base  rate  525  B.  t.  u.  standard,  .. 

12.  Taken  as,  


$1.3990 
$140 


Gas  Estimated  to  be  sold  M.  cu.  ft.,  $1,715,198      $i,975,i49 


In  Table  II  it  is  assumed  that  eight  per  cent,  is  to  be  earned 
on  the  valuation  for  the  respective  years.  Taking*  depreciation 
at  five  cents  instead  of  six  cents,  TaMe  II  is  a  continuation  of 
Table  III  shown  in  the  Board's  report  of  November  28,  1919, 
ivith  this  change:  Line  7  indicates  that  the  ceveragc  rate  per 
thousand  cubic  feet  of  gas  sold  in  the  Passaic  Division  for  the 
year  ending  July  31,  192 1,  approximates  $1.49,  and  that  after 
providing  for  the  wholesale  schedule  of  i>rices  the  base  rate 
as  shown  in  line  9  will  be  aj^roximately  $1.52  as  compared 
with  a  base  rate  of  $1.15  in  the  year  ending  September  30, 
1920. 

21 
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CHANGE  IN  THE  STANDARD  OF  BRITISH  TERMINAL  UNITS. 

During  the  course  of  the  hearing,  Counsel  for  the  City  of 
Newark  asked  the  Board  to  bear  in  mind  the  effect  a  change 
in  the  B.  t.  u.  standard  (of  600  B.  t.  a)  as  provided  in  RuW 
IX  of  the  Board's  standard  would  have  on  the  resulting  price 
for  gas. 

Rule  IX,  established  by  the  Board  in  an  order  made  October 
17,  1 911,  which  became  effective  November  15,  191 1,  reads  as 
follows : 

"The  cc«npany  furnishing  gas  which,  within  a  one- 
mile    radius    from    the   distribution    center,    gives    a 
monthly  average  total  heating  value  of  not  less  than 
600  B.  t.  u.,  with  a  minimum  which  shall  never  fall 
below  550  B.  t.  u.,  may  be  considered  as  giving  ade- 
quate service  so  far  as  the  heating  value  of  the  gas  is 
concerned." 
The  Board  has,  after  notice,  considered  this  suggestion  of 
.Counsel  for  the  City  of  Newark  in  a  separate  proceeding  held 
on  July  28,  1920,  and  has  issued  its  report  modifying  Rule  IX 
to  read  as  follows : 

**The  company  furnishing  gas  which,  within  a  one- 
mile  radius  from  the  distribution  center,  gives  a  mini- 
mum total  heating  value  of  not  less  than  525  B.  t.  u., 
may  be  considered  as  giving  adequate  service  so  far 
as  the  heating  value  of  the  gas  is  concerned." 
The  effect  of  this  change  in  standard  is  (shown  in  the  com- 
pany's Exhibit  P-14)   for  a  plant  manufacturing  ''water  gas" 
only,  to  reduce  the  cost  of  the  gas  11.38  cents  per  thousand 
cubic  feet  sold.     Adding  to  this  the  taxes  which  are  computed 
in  ratio  to  gross  income  from  the  sale  of  gas,  we  have  a  total 
reduction  by  reason  of  the  change  in  standard  estimated  at 
12.29  cents,  which,  deducted  from  the  base  rate  of  $1.5219  for 
the  600  B.  t.  u.  standard  gas  (Table  II,  line  9)  leaves  (Table 
II,  line  11)  the  base  rate  for  the  525  B.  t.  u.  standard  gas  at 
$1,399  which  may  be  taken  as  $1.40. 
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The  Board  therefore  finds  and  determines : 

( 1 )  That  the  schedule  of  rates  as  fikd  is  hereby  disapproved 
and  dismissed. 

(2)  That,  based  on  the  new  standard  of  525  B.  t.  u.,  the 
company  may  file,  effective  for  gas  sold  on  and  after  August 
I,  1920,  the  following  schedule  of  rates,  viz.: 

First  20  M.  cubic  feet  per  month,  $1.40  per  M. 

Next  30  M.  cubic  feet  per  month,  1.35  per  M. 

Next         50  M.  cubic  feet  per  month,  1.30  per  M. 

Next         50  M.  cubic  feet  per  month,  1.25  per  M. 

Next  50  M.  cubic  feet  per  month,  1.20  per  M. 

Next        100  M.  cubic  feet  per  month,  1.15  per  M. 

Next        500  M.  cubic  feet  per  month,  i.io  per  M. 

All  over  800  M.  cubic  feet  per  month,  1.05  per  M. 

The  above  rate  to  be  applied  to  each  installation  or  plant 
The  consumption  of  gas  by  the  same  consumer  in  different  plants 
or  localities  will  not  be  combined. 

(3)  Acceptance  by  the  company  of  the  increases  herein  al- 
lowed will  be  taken  as  a  stipulation  that  abrogation  or  modifica- 
tion of  the  increases  now  allowed  to  the  applicant  utility  may 
be  made  as  and  when  conditions  as  indicated  by  operating  re- 
sults both  as  to  revenue  and  the  character  of  service  rendered 
warrant. 

(4)  Beginning  with  the  effective  date  of  said  schedule  of 
rates,  the  petitioner  is  to  render  reports  monthly  both  for  the 
company  as  a  whole  and  for  the  Passaic  Division  including 
Ridgewood.  These  reports  are  to  show  the  Operating  Revenues, 
Operating  Deductions  excluding  Amortization,  Non-Operating 
Income,  Income  Deductions  and  balance  available  for  General 
Amortization  Dividends  and  Surplus,  and  also  the  amount  ap- 
propriated for  General  Amortization,  together  with  a  comparison 
with  the  figures  for  the  corresponding  period  of  the  preceding 
year.  This  statement  may  preferably  follow  the  form  shown 
in  the  annual  report  for  gas  utilities  (page  21,  Income  State- 
ment; 22,  lines  I  to  II,  Operating  Revenues;  26,  lines  27  to  37, 
with  amount  appropriated  for  Amortization,  Account  495,  stated 
separately  under  VI). 
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In  addition  to  the  operating  reports  above  set  forth,  the 
company  is  to  also  give  for  the  Fassaic  Division  a  monthly 
statement  of  the  net  additions  to  capital,  and  the  net  increase 
in  reserve  for  depreciation  based  on  the  appropriation  of  three 
cents  per  thousand  cubic  feet  allowed  in  the  Board's  report  of 
November  28,  1919.  And  the  Board  will  retain  jurisdiction 
of  the  emergency  increase  as  herein  approved  for  the  purpose 
of  modif)ring  same  as  and  if  the  conditions  change. 

Dated  August  4th,  192a 

Commissioner  Wright  dissents. 


APPENDIX  I. 

ESTIMATE  OF  PRODUCTION  EXPENSE  FOR  YEAR  ENDING  SEPT.  JO,  1920*  AS  A  BASIS 
FOR  RATE  OF  $1.15  COMPARED  WITH  SIMILAR  ESTIMATES  FOR  $1.55  RATE  FOB 
YEAR  ENDING  JULY  3I,   I92I,  BOTH   ON  BASIS  OF  60O  B.  T.  U.   STANDARD. 


For  Year  Ending 
g'S0'20. 

PerM. 

Amount,        Cu.  Ft. 

Made. 

Works  Superintendence, $12,000       0.63  cents 

Boiler  House  Labor,  17,028      0.90 

Generator  House  Labor, 26488       140 

Purifier  House  Labor 4730       0.2s 

Boiler  Fuel, 85,140       4-50 

Water 3,784      0.20 

Generator  Fuel, 219,094     "-58 

Water  Gas  Oil 407,310     21.52 

Purification  Supplies, 5,676      0.30 

Miscellaneous  Labor  at  Wks.,         19.120       1.Q2 
Miscellaneous  Works  Ex- 
pense,   

Gas  Storage, 9,o«>      <^-48 

Repairs   of   Wks.   and    Sta. 

Struc 6.92^      0.37 

Furnaces,  Boilers  and  Acces.,  8,514      045 

Steam  Engines 2,081       o.i  i 

Gas   Engines    379       0.02 

Misc.  Power  Plant  Equipt., 

Water  Gas  Sets  and  Acces.,         27,267       i44 
Purification  Apparatus, 94^      0.05 


For  Year  Ending 
PerM. 


Amount. 

$14400 

21,970 

43,940 

5,493 

110,807 

5,492 

323,399 

1,146447 

6,591 

11,095 


Cu.  Ft. 
Made. 

0.65  cents 

1. 00 

2.00 

0.25 

5.04 

0.25 
14.72 
52.18 

0.30 

0.51 


11,974       0.55 
10,986       0.50 


5,000 

12,000 

6,000 

600 

28,800 

950 


a23 
0.55 
0.27 

0.03 

I-3I 
0.04 
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For  Year  Ending  For  Year  Ending 

9-30-20.  7-31-21. 

PerM.  PerM. 

Amount        Cu.  Ft.  Amount.  Cu.Ft. 

Made.  Made. 

Holders,    3  038       0.16  2,750  c.12 

Miscellaneous  Equipment,  ..          n,353       0.60  20,000  0.91 

Total  Production  Ex- 
penses,          $869,870     45.98  cents  $1,788,694  8m  I  cent* 

Residuals  Produced — 

Oil  Tar  Produced— Cr.,  . .       $23,650       1.25  cents  $35,70i  1.62  cents 

Holder  Oil  Produced— Cr.,     6,591  0.30 

Total    Residential    Pro- 
duced—Cr.,  $23,650       1.25  cents  $42,292  1.92  cents 

Net  Production  Expenses,  . .      $946,220     44.73  cents  $1,746402  7949  cents 

Per  M.  Cu.  Ft.  of  Gas  Sold,          4934     4934  8842 

Gas  Made, $1,892,000     2,197,000     

Gas  Sold,  1,715.198    1,975,149    

Ref.,  Ex.  P-21,  1919  case;  Ex.  P-25,  1920  case. 


No.  833. 

Edward  A.  Benson  et  al. 

vs. 

The  Cranford  Gas  Light  Company. 

I.  The  Board  is  of  the  opinion  that  if  the  prospective  customers  will  assure 
the  company  the  amount  of  $236  per  annum  the  extension  desired  is  reason- 
able and  practicable  and  will  furnish  sufficient  business  to  justify  the  con- 
struction and  maintenance  of  the  same. 

A.  C.  Nash,  for  the  Petitioner. 

John  Kean,  for  the  Company. 

In  this  proceeding  Edward  A.  Benson  alleged  that  the  Cran- 
ford Gas  Light  Company  refused  to  install  a  main  on  Park  Place, 
Westfield,  New  Jersey,  and  furnish  gas  for  himself  and  several 
others. 
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This  matter  was  referred  to  the  Board's  inspector,  who  re- 
ported thereon  on  June  7,  1920.  In  that  report,  it  was  estimated 
that  the  revenue  from  the  five  possible  customers  would  amount 
to  $138  per  annum.  It  was  further  estimated  that  the  cost  of 
furnishing  gas  to  these  customers  would  amount  to  $240.51  per 
annum.  This  estimate  of  cost  including  an  allowance  of  six  per 
cent,  on  an  investment  which  included  the  proportional  part  of 
the  existing  plant  necessary  to  supply  the  applicants  for  service. 
The  report  of  the  Board's  inspector  recommended  that  if  the  five 
customers  to  be  served  would  guarantee  an  annual  revenue  of 
$240  for  a  minimum  period  of  five  years,  the  company  make  the 
extension. 

In  a  letter  to  the  Board  dated  June  10,  1920,  the  complainant 
agreed  to  enter  into  the  arrangement  recommended  in  the  report 
of  the  Board's  inspector.  The  company,  however,  declined  to 
make  the  extension  in  accordance  with  the  recommendations  of 
the  Board's  inspector.  Under  date  of  June  22,  the  complainant 
requested  that  the  matter  be  set  down  for  hearing  and  a  hearing 
was  held  in  Newark  on  July  i,  1920. 

It  w^as  brought  out  at  the  hearing  that  in  order  to  furnish 
service  to  the  premises  of  the  complainants,  it  would  be  neces- 
sary to  extend  the  existing  mains  of  the  company  for  a  distance 
of  922  feet  and  that  the  cost  of  this  extension  would  amount  to 
$1.32  per  foot  and  that  the  cost  of  manufacturing  and  delivering 
the  gas  would  amount  to  $0.7945  per  M.  cubic  feet. 

It  is  estimated  that  the  annual  revenue  will  be  as  follows : 

120,000  cu.  ft.  gas  at  $1.15  per  M.  cu.  ft,  $138.00 

Estimated  Cost  of  Extension  Required  to  Serve  the  Five  Houses: 

^22  ft.  of  4-in.  C.  I.  pipe  at  $1.32  per  ft, $1,217.00 

5  services  at  $10.00  each, 5000 

5  meters  at  $12.00  each, 60.00 

Total,   $1,327.00 

Plant  Investment: 

120,000  cu.  ft  gas  at  $1.50  per  M.  cu.  ft,  180.00 

Total  investment,  $1,50700 
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Estimated  Cost  of  Furnishing  Service: 

120,000  cii.  ft.  gas  at  $0.7945  per  M.  cu.  ft $9534 

5  customers  at  $2.01  each, 10.05 

Depreciation  1.5%  of  investment,  22.61 

Taxes  i  .2%  of  investment, 18.08 

Interest  6.0%  of  investment, 90.42 

Total  cost, $236.50 

The  Board  is  of  the  opinion  that,  if  the  prospective  customers 
will  assume  the  company  the  amount  of  $236  per  annum,  the 
extension  desired  is  reasonable  and  practicable  and  will  furnish 
sufficient  business  to  justify  the  construction  and  maintenance  of 
the  same.  The  Board  therefore  recommends  that  the  extension 
be  made  upon  receipt  by  the  company  of  assurances  satisfactory 
to  it,  that  the  necessary  revenue  will  be  paid  when  due. 

Dated  August  18,  1920. 


No.  834. 

In  the  Matter  of  General  Increases  in  Railroad  Pas- 
senger AND  Freight  Rates. 

1.  There  is  no  statutory  requirement  that  increases  in  rates  must  be 
approved  by  the  Board  before  they  become  effective. 

2.  The  main  question  is  whether  a  due  regard  for  the  public  interest  re- 
quires the  Board  to  take  such  action  as  is  within  its  lawful  power  to  prevent 
the  application  of  these  increases  until  their  justness  and  reasonableness  arc 
proven  in  a  proceeding  before  the  Board. 

3.  The  Interstate  Commerce  Commission  has  authorized  increases  in  freight 
and  passenger  rates  to  provide  a  return  which  Congress  has  enacted  shall  be 
afforded. 

4.  If  increases  in  rates  are  necessary  to  afford  this  return  and  such  in- 
creases are  prevented,  by  the  exercise  of  State  authority,  in  intrastate  rates, 
then  the  additional  revenue  must  be  obtained  from  still  further  increases  in 
the  rates  for  transportation  between  the  States. 

5.  Apart  from  the  confusion  and  undesirable  complications  resulting  from 
inharmonious  rate  structures,  it  is  clear  that  eventually  no  saving  would 
result  from  the  general  application  of  rates  fixed  by  State  authority  lower 
than  those  authorized  for  interstate  traffic  even  though  the  State  authority 
with  respect  to  intrastate  rates  would  be  paramount. 
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6.  It  is  the  opinion  of  the  Board,  giving  due  consideration  to  all  the  condi- 
tions and  to  the  public  nature  of  the  work  for  which  the  materials  are  used 
special  rates  may  be  made  on  shipments  of  sand,  gravel  and  broken  stone  for 
use  in  road  building  and  repair  and  this  would  not  be  an  unjust  and  un- 
reasonable discrimination  either  in  inter  or  intrastate  traffic. 

7.  The  enactment  that  the  Board  shall  have  power  after  hearing  upon 
notice  by  order  in  writing  to  require  every  public  utility  to  comply  with  the 
laws  of  the  State  and  any  municipal  ordinance  relating  thereto  is  not  a 
mandatory  direction  to  the  Board  to  order  compliance  with  State  statutes, 
municipal  ordinances  or  charter  provisions. 

S.  The  Board  in  exercising  a  discretionary  power  should  be  guided  by 
•sound  public  policy.  The  question  really  at  issue  and  which  should  be  con- 
trolling is  not  whether  there  is  a  technical  violation  of  a  statute  enacted 
under  conditions  vastly  different  from  those  which  now  exist,  one  which 
may  be  impracticable  of  enforcement  and  invalid  in  its  restriction  of  the 
rate,  because  of  federal  legislation  designed  to  cope  with  the  existing  condi- 
tions, but  whether  the  rates  proposed  are  prima  facie  so  unreasonable  that 
•effort  should  be  made  to  block  their  application. 

9.  That  the  rates  are  generally  such  does  not  appear.  Under  the  conditions 
the  Board  will  not  issue  an  order  directing  compliance  with  the  rates  fixed 
by  the  law  of  1903,  nor  will  it  issue  an  order  suspending  the  general  in- 
creases in  freight  and  passenger  rates  under  Section  17  of  the  Public  Utility 
Act. 

10.  This  is  not  to  be  construed  as  an  approval  of  the  new  rates.  There 
may  be,  and  probably  are,  rates  which  may  and  can  be  adjusted  without  con- 
ilict  with  the  general  principles  involved. 

IT.  These  rates  can  be  dealt  with  later  by  the  Interstate  Commerce  Com- 
-mission  and  this  Commission  within  their  respective  jurisdictions  and  such 
iniquities  as  exist  can  be  remedied. 

On  July  29,  1920,  the  Interstate  Commerce  Commission  filed 
its  report  upon  the  applications  of  carriers  in  official,  southern  and 
western  classification  territories  for  authority  to  increase  rates. 

The  conclusions  of  the  Commission  were  to  the  effect  that  cer- 
tain percentage  increases  in  freight  and  passenger  rates  would 
not  be  unreasonable  and  these  were  authorized. 

For  the  eastern  group  of  carriers  the  increases  are  40  per 
cent,  for  freight  service,  including  switching  and  special  service. 
Increases  of  20  per  cent,  in  passenger  fares  and  other  increases 
in  excess  baggage  rates,  sleeping  and  parlor  car  and  for  the  trans- 
portation of  milk  and  cream  in  passenger  trains  are  authorized. 

Following  announcement  of  the  decision  of  the  Interstate  Com- 
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merce  Commission  this  Board  received  from  the  Board  of  Trade 
of  the  City  of  Newark  a  protest  against  increases  in  switching 
charges  in  and  about  Newark;  it  being  alleged  that  Newark 
shippers  have  been  subjected  to  exhorbitant  switching  charges, 
in  most  cases  covered  by  line  haul  rates.  The  South  Jersey  Com- 
muters' League,  claiming  to  represent  thirty-four  cities  and 
towns  of  South  Jersey,  applied  for  a  hearing  "before  approving 
the  proposed  increase  in  passenger  railroad  tariffs  witiiin  the 
State  of  New  Jersey  soon  to  be  filed  by  the  railroad  companies,'' 
and  the  City  Clerk  of  Hoboken  forwarded  a  copy  of  a  resolution 
which  recited  that — 

"the  people  of  Hudson  County  have  been  unjustly  dis- 
criminated against  by  the  railroad  companies  charging 
to  passengers  to  and  from  Hoboken,  Jersey  City  and 
Weehawken  the  same  rate  of  fare  as  charged  to  pas- 
sengers from  New  York  City.*' 
The  Commissioners  request  the  Board  to 

"g^ve  due  consideration  in  the  establishment  of  intra- 
state passenger  rates  to  be  charged  by  railroads  operat- 
ing throughout  the  State  to  passengers  to  and  from 
Hoboken,  Jersey  City  and  Weehawken ;  to  the  end  that 
such  passengers  will  not  be  obliged  to  pay  the  same 
rate  of  fare  as  passengers  who  are  carried  via  said  rail- 
road lines  to  and  from  New  York  City." 
On  August  9  the  Board  gave  notice  of  a  public  conference  to 
be  held  at  the  State  House,  Trenton,  on  the  proposed  increases  in 
rates,  fixing  the  17th  of  August  as  the  date  thereof. 

The  conference  was  held  at  the  appointed  time  and  place ;  was 
attended  by  representatives  of  the  carriers  and  numerous 
municipalities,  civic  organizations  and  shippers.  The  advisability 
of  allowing  the  general  increases  proposed  in  the  freight  rates ; 
the  increases  in  the  passenger  rates  on  less  than  twenty  days' 
notice  required  by  the  Board's  rule  as  well  as  allowing  particular 
freight  and  passenger  rates  were  the  subjects  of  discussion. 
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The  questions  at  issue  will  be  considered  by  the  Board  in  this 
memorandum,  which,  however,  is  not  intended  to  be  a  ruling 
making  final  disposition  of  all  the  matters  involved. 

The  jurisdiction  of  the  Board  is  confined  to  charges  applying  to 
intrastate  passenger  and  freight  trafiic  between  stations  in  New 
Jersey.  There  is  no  statutory  requirement  that  increases  in  the 
rates  for  such  traffic  must  be  approved  by  this  Board  before  they 
become  effective.  The  Public  Utility  Act  (Chapter  195,  P.  L. 
191 1 )  provides  that  when  any  public  utility  shall  increase  its  rates 
the  Board  shall  have  power  to  determine  whether  the  increase 
is  just  and  reasonable  and  that  the  burden  of  proof  to  show  that 
the  increase  is  just  and  reasonable  shall  be  upon  the  public  utility 
making  the  same. 

The  Act  provides  further  that 

"The  Board  shall  have  power  pending  such  hearing 
and  determination  to  order  the  suspension  of  the  said 
increase,  change  or  alteration  until  the  said  Board  shall 
have  approved  said  increase,  change  or  alteration,  not 
exceeding  three  months.'' 
Orders  suspending  increases  in  rates  need  not  be  preceded  by 
hearing;  nor  does  the  statute  require  that  every  increase  pro- 
posed or  made  shall  be  suspended  pending  investigation  as  to  its 
reasonableness.    It  is  within  the  discretion  of  the  Board  to  deter- 
mine whether  the  conditions  are  such  as  to  make  reasonable  and 
proper  a  postponement  of  the  application  of  increased  rates. 

The  main  question,  one  which  the  Board  must  at  once  decide, 
is  not  whether  the  increases  proposed  in  intrastate  freight  and 
passenger  rates  are  in  all  respects  just  and  reasonable.  It  is 
whether  a  due  regard  for  the  public  interest  requires  the  Board 
to  take  such  action  as  is  within  its  lawful  power  to  prevent  the 
application  of  these  increases  until  their  justness  and  reasonable- 
ness are  proven  in  a  proceeding  before  the  Board. 

Consideration  of  this  involves  important  matters  of  govern- 
mental policy  and  legal  questions  not  present  in  ordinary  rate 
cases.     The  railroads,  taken  over  and  operated  by  the  govem- 
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ment  of  the  United  States  while  the  country  was  at  war,  were 
inevitably  affected  by  a  policy  which  for  a  time  very  properly 
subordinated  all  other  considerations  to  their  use  as  an  aid  to 
the  government  in  winning  the  war. 

As  a  result  of  this  and  the  effect  upon  the  railroads  of  indus- 
trial conditions  caused  by  the  war,  it  became  apparent  that  relin- 
quishment of  government  control  must  be  accompanied  by  con- 
structive legislation.  It  was  generally  agreed  that  the  financial 
condition  of  the  companies  must  be  strengthened  to  enable  them 
to  afford  the  service  essential  to  the  welfare  and  prosperity  of 
the  people. 

Congress,  therefore,  in  its  act  terminating  Federal  Control, 
provided  among  other  things  that  the  Interstate  Commerce  Com- 
mission should  establish  such  rates — 

"that  carriers  as  a  whole  (or  as  a  whole  in  each  of 
such  rate  groups  or  territories  as  the  Commission  may 
from  time  to  time  designate)  will,  under  honest, 
efficient  and  economical  management  and  reasonable 
expenditures  for  maintenance  of  way,  structures  and 
equipment,  earn  an  aggregate  annual  net  railway 
operating  income  equal,  as  nearly  as  may  be,  to  a  fair 
return  upon  the  aggregate  value  of  the  railway  prop- 
erty of  such  carriers  held  for  and  used  in  the  service 
of  transportation:     *     *     * 

"Provided,  That  during  the  two  years  beginning 
March  i,  1920,  the  Commission  shall  take  as  such  fair 
return  a  sum  equal  to  5^  per  centum  of  such  aggregate 
value,  but  may,  in  its  discretion,  add  thereto  a  sum  not 
exceeding  one-half  of  one  per  centum  of  such  aggre- 
gate value  to  make  provision  in  whole  or  in  part  for 
improvements,  betterments  or  equipment,  which, 
according  to  the  accounting  system  prescribed  by  the 
Commission,  are  chargeable  to  capital  account." 
The  Interstate  Commerce  Commission  on  May  11,  1920,  ex- 
tended an  invitation  to  the  State  Commissioners  to  co-operate 
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with  it  in  considering  the  establishment  of  rates  in  accordance 
with  the  provisions  of  the  act. 

This  invitation  was  accepted  and  at  a  meeting  of  the  National 
Association  of  Railway  and  Utilities  Commissioners,  Messrs. 
William  D.  B.  Ainey,  Chairman  of  the  Public  Service  Commis- 
sion of  Pennsylvania;  Royal  C.  Dunn,  Member  of  the  Florida 
Railroad  Commission,  and  John  A.  Guiher,  Member  of  the  Iowa 
Railroad  Commission,  were  selected  as  representatives  of  all  the 
State  Commissions  to  co-operate  with  the  Interstate  Commerce 
Commission. 

The  representatives  of  the  State  Commissions  on  July  29, 
1920,  reported  to  the  President  of  the  National  Association,  stat- 
ing that  on  May  24,  1920,  they  presented  themselves  to  the 
members  of  the  Interstate  Commerce  Commission  and  were 
recognized  as  State  Commissioners  to  act  with  the  Federal  Com- 
mission, that — 

**The  questions  presented  were  very  numerous,  in- 
volving the  commerce  of  the  whole  country,  and  the 
entire  rail  transportation  system  of  the  United  States, 
many  of  these  questions  being  of  complex  character. 
Any  decision  of  the  case  looking  to  the  observance  of 
the  statute  affects  in  some  way  every  rate  now  effective. 
Speaking  generally,  every  controverted  question  con- 
cerning all  classes  and  commodities,  and  all  rates,  rules 
and  practices  of  rail  carriers  and  all  the  theories  of 
shippers  and  carriers  were  presented  and  urged  in  the 
testimony  and  in  argument  before  the  Commission  and 
given  careful  consideration  in  conference.  *  .  *  * 
"On  some  of  the  questions  our  views  were  not  in 
full  accord  with  the  majority  and  in  some  instances 
we  three  State  Commissioners  did  not  have  unity  of 
view.  However,  when  all  matters  are  considered,  and 
remembering  that  where  thirteen  men  are  considering 
controverted  questions  and  proposed  policies,  their  dif- 
ferences of  opinion  must  be  composed  or  decided  by 
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the  majority,  we  believe  that  the  c(Miclusion,  consider- 
ing all  things,  is  just  and  fair,  and  we  give  it  our 
approval.     *    *    * 

"The   reasons   requiring  an  increase  of   interstate 
rates  are  very  persuasive  of  the  need  for  increase  in 
intrastate  rates.     The  operating  revenues  of  the  rail- 
roads under  present  rates  and  conditions  are  recognized 
by  all  persons  as  insufficient.     A  part  of  the  respon- 
sibility  to  meet  the   situation   rests   upon   the   State 
Commissions." 
This  Board  has  been  in  receipt  shortly  after  each  day  of 
hearing  before  the  Interstate  Commerce  Commission  of  copies 
of  the  record  of  such  hearing  and  of  pertinent  exhibits.    These 
show  that  numerous  shippers'  organizations,  industrial  corpora- 
tions, chambers  of  commerce  and  other  commercial  organiza- 
tions as  well  as  the  railroad  companies  were  ably  represented 
before  the  Commission  and  duly  heard. 

After  a  consideration  of  the  record,  the  Interstate  Commerce 
Commission  has  concluded  that  the  percentages  of  increase  re- 
ferred to  heretofore  will  enable  the  carriers  to  obtain  the  return 
named  in  the  Federal  act.  The  percentage  of  the  increase  au- 
thorized by  the  Commission  to  provide  this  return  must  be 
applied  to  intrastate  as  well  as  interstate  traffic.  Under  the  cir- 
cumstances is  it  reasonable  that  the  increases  should  be  so  ap- 
plied, or  should  the  state  acting  upon  the  assumption  that  it 
has  exclusive  control  over  rates  for  intrastate  traffic  seek  to 
prevent  increases  in  these  rates  resulting  from  action  by  the 
Interstate  Commerce  Commission? 

Wfe  are  strongly  of  the  opinion  that  it  would  be  most  un- 
fortunate, if  the  states,  assuming  they  have  power  to  do  so, 
should  restrict  the  general  application  of  the  increases  so  they 
would  apply  only  to  transportation  in  interstate  commerce. 

There  is  no  question  as  to  the  duty  of  the  Interstate  Com- 
merce Commission  to  adjust  rates  to  afford  a  return  of  not  less 
than  5J4   iJer  cent,  on  the  railway  property  of  the  carriers. 
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It  increases  in  rates  are  necessary  to  do  this  and  such  increases 
are  prevented,  by  the  exercise  of  state  authority,  in  intrastate 
rates,  then  the  additional  revenue  must  be  obtained  from  still 
further  increases  in  the  rates  for  transportation  between  the 
states.  There  is  no  line  of  cleavage  between  those  who  reside 
in  a  State  or  ship  commodities  therein  and  those  who  travel, 
receive  or  deliver  goods  in  interstate  commerce. 

Those  who  travel  within  the  state  journey  also  beyond  its 
borders.  Few  producers  find  the  market  for  their  products 
wholly  within  the  state.  Articles  transported  in  interstate  com- 
merce, the  selling  prices  of  which  reflect  the  carrying  charges, 
are  in  general  use.  Increases  in  interstate  rates  to  make  up 
loss  of  revenue  from  inadequate  intrastate  rates  would  affect 
all. 

Apart  from  the  confusion  and  undesirable  complications  re- 
sulting from  inharmonious  rate  structures  it  is  clear  that  eventu- 
ally no  saving  would  result  from  the  general  application  of 
rates  fixed  by  state  authority,  lower  than  those  authorized  by 
interstate  traffic  even  though  the  state  authority  with  respect  to 
the  intrastate  rates  would  be  paramount.  The  State  authority 
would  not  be  paramount  if  the  intrastate  rates  cau=e 

"any  undue  or  unreasonable  advantage,  preference  or 
prejudice  as  between  persons  or  localities  in  intrastate 
commerce  on  the  one  hand  or  any  undue,  unreasonable 
or  unjust  discrimination  against  interstate  or  foreign 
commerce" 
which  Congress  has   forbidden  and  declared  to  be  unlawful, 
unless  Congress  has  exceeded  its  authority  in  so  declaring  and 
in  conferring  jurisdiction  upon  the  Interstate  Commerce  Com- 
mission when  it  finds  an  undue  preference  or  unjust  discrim- 
ination to  exist  to  prescribe  the  rate  to  be  charged — 

"the  law  of  any  state  or  the  decision  or  order  of  any 
authority  to  the  contrary  notwithstanding." 
This  Board,  it  is  true,  may  fix  intrastate  rates  which  would 
be  preferential  or  discriminatory  as  against  rates  m  interstate 
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commerce  and  the  state  rates  would  apply  unless  and  until  the 
interstate  commerce  determines  the  preference  or  discrimination 
to  be  undue,  unreasonable  and  unjust. 

Should  the  Board  at  this  time  grant  the  applications  of  the 
<:ities  of  Hoboken  and  Jersey  City  and  require  lower  rates  to 
be  charged  to  Hoboken,  Jersey  City  and  Weehawken  than  the 
rates  in  effect  to  New  York,  this  could  be  accomplished  only 
by  suspending  the  increases  in  fares  charged  to  those  traveling 
from  other  points  in  New  Jersey  terminals. 

If  this  should  be  done,  it  would  necessitate  a  strict  segregation 
of  all  passengers  traveling  to  the  New  Jersey  terminals  from 
those  going  through  to  New  York. 

There  is  no  question  but  that  if  rates  of  fare  to  the  terminals 
are  made  lower  than  those  charged  to  New  York  there  would 
be  an  unlawful  discrimination  against  the  through  passengers, 
paying  fares  for  the  interstate  journeys,  imless  such  traffic 
regulations  are  imposed  that  the  holders  of  the  intrastate  tickets 
cannot  travel  beyond  the  state  without  payment  of  additional 
fares. 

Whether  it  would  be  lawful,  reasonable  and  practicable,  giving 
due  regard  to  the  volume  of  traffic  to  the  New  Jersey  terminals 
and  to  New  York,  the  convenience  of  the  passengers  and  all 
other  elements  considered,  to  jfix  commutation  and  other  pas- 
senger rates  to  and  from  Jersey  City,  Hoboken  and  Weehawken 
lower  than  those  for  travel  to  and  from  New  York,  cannot  be 
determined  from  the  record  nov/  before  us. 

If  those  who  contend  that  lower  fares  should  be  charged  to 
the  New  Jersey  terminals  are  of  the  opinion  the  Board  should 
fix  such  fares,  and  require  the  carriers  to  adopt  such  plans  for 
segregating  the  intrastate  from  the  through  passengers,  that 
intrastate  rates  may  be  applied  without  violating  the  Federal 
law,  and  desire  to  be  heard  further  upon  this  matter,  the  Board 
will  afford  such  hearing. 

It  is  urged  that  the  commutation  rates  from  stations  on  the 
seashore  to  Newark  are  inequitable  in  that  these  rates  are  the 
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same  as  those  applying  for  travel  to  New  York.  In  July,  1912, 
the  Seashore  Commuters'  Club  complained  that  its  members 
purchased  commutation  tickets  at  the  station  of  the  Central  Rail- 
road Company  of  New  Jersey  in  Newark  "which  entitled  them  to 
passage  from  Newark  to  various  points  along  the  New  Jersey 
shore,  and  that  although  they  demanded  the  commutation  or 
special  rate  ticket  from  Newark,  at  which  place  the  train  made  its 
departure,  nevertheless  they  were  obliged  to  accept  such  com- 
mutation or  special  rate  ticket  from  New  York,  which  did  not 
represent  the  true  termini  of  their  journey."  This  complaint 
was  given  formal  consideration,  and  on  December  6,  191 2,  the 
following  stipulation  agreed  to  by  both  parties  to  the  contro- 
versy was  entered  in  the  Board's  minutes: 

"The  complainants  agree  that  the  respondent  shall 
not  be  put  to  the  actual  cost  of  printing  tickets  with 
'Newark'  as  one  of  the  termini;  the  company  agree- 
ing that  in  case  the  actual  rates  are  challenged  which 
are  paid  by  the  Newark  Commuters'   Association,  it 
will  not  be  put  up  as  a  defence  that  no  tickets  are 
sold  specifically  between  Newark  and  seashore  points, 
of  the  class  of  tickets  in  controversy." 
The  matter  was  not  pressed  by  the  complainants  beyond  this 
point.    The  Board  is  willing  if  it  is  desired  to  afford  a  hearing 
upon  the  question  whether  lower  rates  for  this  class  of  travel 
should  be  fixed  to  and  from  Newark. 

The  representative  of  the  South  Jersey  Commuters'  League 
contends  that  tickets  already  sold  and  providing  for  a  number 
of  trips  within  specified  periods,  the  maximum  being  one  year, 
should  be  honored  during  the  time  limits. 

It  appears  that  monthly  commutation  tickets  sold  will  be  so 
honored,  and  that  with  respect  to  tickets  extending  over  a  longer 
period  the  policy  of  the  railroads  has  not  been  determined  other 
than  that  if  the  tickets  are  not  honored  until  the  ends  of  the 
periods  for  which  they  were  sold,  the  holders  will  be  reimbursed 
for  the  unused  portions. 
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It  does  not  appear  that  these  tickets  are  sold  for  intrastate 
trips.  They  appear  to  be,  for  the  greater  part  at  least,  sold  for 
trips  to  and  from  New  York  and  Philadelphia.  The  Board  has 
no  jurisdiction  over  such  tickets,  and  there  is  no  authority  vested 
in  the  Board  to  require  an  extension  of  the  time  limits,  beyond 
those  which  would  apply  for  the  use  of  the  tickets  in  the  inter- 
state trips.  Should  the  holders  of  these  tickets  regard  the  final 
conclusion  of  the  railroad  companies  with  respect  thereto  unrea- 
sonable or  unlawful,  the  matter  will  undoubtedly  be  determined 
by  the  Interstate  Commerce  Commission  or  by  a  court  of  compe- 
tent jurisdiction. 

PROTESTS  AGAINST  SPECIFIC  FREIGHT  RATES. 

With  regard  to  the  protest  of  the  Board  of  Trade  of  Newark 
against  increases  in  switching  rates  we  are  of  the  opinion  that 
without  more  complete  data  than  has  been  submitted  we  would 
not  be  justified  in  suspending  these  increases. 

The  report  of  the  Interstate  Commerce  Commission  states : 

'*The  carriers'  original  petitions  asked  for  per- 
centage increases  in  freight  revenue  only.  In  their 
report  to  us,  revenue  from  switching  and  certain  other 
special  services  is  stated  separately  from  freight  reve- 
nue, and  therefore,  accepted  literally,  the  proposal 
would  result  in  no  increases  on  switching  service. 
However,  it  is  conceded  that  the  submission  of  the 
proposal  in  this  form  was  due  to  a  misunderstanding, 
and  it  is  now  proposed  to  apply  increases  to  switching 
and  other  special  services  as  well  as  to  freight  rates 
proper. 

"No  substantial  reasons  have  been  developed  for 
exempting  charges  for  switching  from  the  general  in- 
creases. It  is  our  opinion  that  the  charges  for  this 
service  should  be  increased,  together  with  the  charges 
for  transit,  weighing,  diversion,  reconsignment,  lighter- 
age, floatage,  storage  (not  including  track  storage),  and 
22 
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transfer,  where  the  carriers  provide  separate  charges 
against  shippers  for  such  service.  The  charges  for  other 
special  services  are  not  to  be  subject  to  the  general  in- 
creases herein  authorized.  The  percentage  to  apply 
should  be  determined  by  the  percentage  applicable  in 
the  group  where  the  service  is  performed,  except  that 
at  points  on  the  boundary  line  between  two  groups 
taking  different  percentages  the  higher  percentage 
should  apply. 

"It  should  be  understood  that  where  tariffs  now 
provide  for  the  absorption  by  one  carrier  of  the  charges 
of  another  carrier  in  specific  amounts  such  absorptions 
should  be  revised  in  harmony  with  the  increases  in 
charges  herein  authorized.*' 
If  the  Board  of  Trade  believes  that  the  carriers  in  any  case 
go  beyond  the  limits  authorized  by  the  Interstate  Commerce  Com- 
mission application  should  be  made  to  that  Commission  for  relief. 
If  they  desire  to  complain  to  this  Board  that  increases  in  intra- 
state rates,  subject  to  the  lawful  and  exclusive  jurisdiction  of 
this  Board,  have  been  increased  in  an  unwarranted  and  unrea- 
sonable manner,  and  that  this  Board  should  require  reductions  of 
the  rates  notwithstanding  any  authority  given  by  the  Interstate 
Commerce  Commission  for  increases  for  switching  and  special 
services,  the  Board  will  receive  such  complaint,  afford  hearing 
thereon  and  make  such  final  determination  as  in  its  judgment  is 
lawful  and  reasonable. 

Protest  is  made  against  increases  in  the  rates  on  shipments  of 
iron  ore  between  New  Jersey  points.  It  appears,  however,  that 
formal  complaint  with  respect  to  the  interstate  rates  has  been 
filed  with  the  Interstate  Conmierce  Commission  and  that  their 
reasonableness  will  be  the  subject  of  determination  by  that  Com- 
mission. 

It  does  not  appear  what  proportion  of  the  traffic  is  intrastate  or 
what  measure  of  relief  would  be  afforded,  if  the  rates  for  the 
intrastate  hauls  should  be  decreased.    The  Board  will,  if  the 
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complainants  so  desire,  afford  them  hearing  on  an  application  to 
reduce  these  rates.  Whether  it  is  advisable  to  have  such  hear- 
ing, prior  to  the  conclusion  of  the  proceeding  before  the  Inter- 
state Conunerce  Commission  is,  of  course,  a  matter  for  the  com- 
plainants to  decide. 

Numerous  protests  have  been  made  against  increases  in  the 
rates  on  sand,  gravel  and  broken  stone,  used  in  road  building. 
These  protests  are  strongly  supported  by  the  State  Engineer  of 
Highways,  who  appeared  at  the  hearing  and  stated  that  con- 
tracts have  been  entered  into  for  the  construction  of  improved 
roads  with  prices  based  upon  the  lower  rates  for  road  materials. 

It  is  contended  that  increases  heretofore  made  have  caused 
an  undue  burden  to  be  imposed  upon  the  transportation  of  these 
materials ;  that  there  is  no  way  in  which  the  contract  prices  can 
be  adjusted,  and  that  the  effect  of  the  increased  rates  in  some 
cases  may  make  it  impossible  for  the  contractors  to  fulfill  their 
contracts,  thus  leading  to  delay  in  these  important  public  im- 
provements. 

It  appears  furthermore  that  owing  to  shortage  of  transporta- 
tion facilities  deliveries  of  materials,  which  under  normal  condi- 
tions would  have  been  shipped,  have  been  delayed  and  to  these 
would  now  be  applied  the  increased  rates.  The  traffic  in  these 
materials  is  intrastate,  and  it  would  seem  that  rates  reasonably 
adapted  to  the  local  situation  would  not  affect  or  discriminate 
against  the  interstate  traffic.  It  is  the  opinion  of  the  Board,  giv- 
ing due  consideration  to  all  the  conditions  and  to  the  public 
nature  of  the  work  for  which  the  materials  are  used,  special  rates 
may  be  made  on  shipments  of  sand,  gravel  and  broken  stone  for 
used  in  road  building  and  repair,  and  this  would  not  be  an  unjust 
and  unreasonable  discrimination  either  in  inter  or  intrastate 
traffic. 

It  is  the  opinion  of  the  Board,  therefore,  that  the  increased 
rates  should  not  be  applied  to  intrastate  shipments  of  sand,  gravel 
and  broken  stone  to  be  used  for  road  building  and  repair,  unless 
it  appears  more  clearly  than  at  present  that  this  would  be  just 
and  reasonable. 
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The  Board  recommends  that  the  increases  shall  not  apply 
without  further  hearing  to  the  rates  for  transporting  these 
materials  for  the  purpose  mentioned.  If  the  carriers  so  desire 
the  Board  will  fix  an  early  date  for  further  hearing  as  to  these 
increases. 

CONFLICT  WITH  STATUTORY  RATES. 

There  remains  for  consideration  the  question  of  a  conflict  with 
the  New  Jersey  statute  of  the  increased  passenger  rates.  The 
general  railroad  act  so  called  (Chap.  257,  N.  J.  P.  L.  1903) 
provides : 

"Any  railroad  company  may   demand  and  receive 
such  sums  of  money  for  the  transportation  of  persons 
on   its  railroad   and  connections,   and   for  any  other 
services  connected  with  the  business  of  transportation 
of  persons  on  or  over  said  railroad,  or  to  or  from  the 
same,  as  it  shall  from  time  to  time  think  reasonable 
and  proper,  not  exceeding,  in  the  case  of  railroad  com- 
panies organized  under  this  act,  three  cents  per  mile 
for  carrying  each  passenger  on  such  railroad,  and  not 
exceeding,    in    the    case    of    railroads   constructed    or 
operated  under  a  special  charter,  three  and  a  half  cents 
per  mile  for  carrying  each  passenger  on  such  railroad, 
and  not  exceeding  the  rate  per  mile  limited  by  the 
charter,  but  no  charge  shall  be  required  to  be  less  than 
ten  cents." 
With  a  few  and  unimportant  exceptions  the  passenger  carry- 
ing railroads  were   incorporated  prior  to    1903.     In  general, 
therefore,  a  charge  of  three  and  one-half  cents  per  mile  would  be 
within  the  maximum  prescribed  by  the  railroad  act.    With  respect 
to  some  roads  the  charters  prescribe  higher  rates. 

An  increase  of  20  per  cent,  in  existing  rates  will  make  the 
rate  of  fare,  exclusive  of  commutation  and  other  special  rates, 
three  and  six-tenths  cents  per  mile,  or  one-tenth  of  one  cent  per 
mile  in  excess  of  the  statutory  rate  for  the  great  bulk  of  the  pas- 
senger travel.     It  seems  to  us  the  statutory  rate  should  not  be 
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insisted  upon,  unless  it  appears  that  notwithstanding  changed 
conditions  and  exercise  of  federal  authority  the  statutory  rate 
is  legally  applicable,  and  it  is  the  duty  of  the  Board  to  ord«- 
compliance  therewith. 

Section  17  of  the  Act  creating  the  Board  of  Public  Utility 
Commissioners  (Chap.  195,  P.  L.  191 1),  provides: 

"The  Board  shall  have  power  after  hearing  upc«i 
notice  by  order  in  writing  to  require  every  public  utility 
as  herein  defined :   (a)  To  comply  with  the  laws  of  the 
State  and  any  municipal  ordinance  relating  thereto,  and 
to  conform  to  the  duties  imposed  upon  it  thereby  or  by 
the  provisions  of  its  own  charter,  whether  obtained 
under  any  general  or  special  law  of  this  State.'' 
This  is  not  a  mandatory  direction  to  the  Board  to  order  com- 
pliance with  the  State  statutes,  municipal  ordinances  or  charter 
provisions.    The  fact  that  such  orders  may  be  issued  only  after 
hearing  and  upon  notice  implies  that  the  Board  has  power  to 
exercise  its  discretion  in  requiring  compliance  with  the  State 
laws,  municipal  ordinances,  or  the  provisions  of  charters,  having 
due  regard  for  all  the  facts,  circumstances  and  conditions. 

Because  of  the  existing  abnormal  conditions,  this  Board  has 
not  required  public  utilities  to  limit  their  charges  to  those  speci- 
fied in  municipal  ordinances,  where  it  has  clearly  appeared  that 
because  of  the  changed  conditions,  the  rates  thus  specified  would 
be  insufficient  to  permit  the  utility  to  furnish  adequate  and  proper 
service  to  the  public.  It  has  approved  rates  in  excess  of  the 
ordinance  limitations  and  the  legality  and  propriety  of  its  action 
have  been  repeatedly  sustained  by  our  courts. 

During  the  period  of  Federal  control,  all  passenger  fares,  both 
interstate  and  intrastate,  of  the  railroads  under  Federal  control. 
were  advanced.  In  many  cases  the  advances  were  in  excess  of 
statutory  and  charter  limitations.  The  authority  of  the  Director 
General  of  Railroads  to  thus  increase  rates  has  been  sustained 
by  the  United  States  Supreme  Court.  Northern  Pacific  Railroad 
Company  v.  North  Dakota,  250  U.  S.  135. 
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The  power  exercised  by  the  Director  General  in  increasing 
rates  was  conferred  upon  him  by  an^  act  of  Congress  by  virtue 
of  its  war  power.  The  increases  under  consideration,  heretofore 
noted,  have  been  authorized  by  the  Interstate  Commerce  Com- 
mission. A  recent  decision  of  the  Supreme  Court  of  the  State  of 
New  York  construes  the  power  exercised  under  the  act  providing 
for  termination  of  Federal  control  as  being  a  further  exercise  of 
the  war  power  by  the  Federal  Government. 

"The  provisions   under  the   title   'Termination   of 
Federal    Control'    constitute   new    legislation    entirely 
separate  and  apart  from  and  not  amendatory  of  the 
Interstate  Commerce  Act,  and  were  clearly  intended  to 
promote  a  return  to  the  peace  time  status.    The  rates 
now   in   force,   both   interstate   and   intrastate,    were 
initiated  by  the  Federal   Government  under  its  war 
power.    No  question  as  to  the  present  legality  of  those 
rates  is  or  can  be  raised,  or  as  to  the  war  power  of  the 
Federal  Government  to  suspend  the  State  maximum 
rate  statutes  such  as  the  New  York  Central  two  (2) 
cent  per  mile  statute."     Public  Service  Commission, 
Second  District,  v.  New  York  Central  Railroad  Co., 
New  York  Supreme  Court,  July  1920. 
To  insure  the  successful  return  of  the  railroads  to  the  pre-war 
status,  recognizing  the  new  and  changed  conditions  due  to  the 
war.  Congress  imposed  upon  the  Interstate  Commerce  Commis- 
sion the  duty  of  fixing  rates  such  as  would  meet  the  needs  of  the 
immediate  present  and  aid  in  the  rehabilitation  of  the  roads  and 
equipment.     This  would  seem  to  be  as  much  of  an  exercise  of 
the  war  power  as  was  that  by  which  the  railroads  were  taken 
under  the  Federal  control.     If  this  be  so,  the  situation  does  not 
differ  from  that  which  the  former  enactment  created. 

Apart  from  the  legal  status,  however,  the  Board  in  exercising 
a  discretionary  power  should  be  guided  by  sound  public  policy. 
The  question  really  at  issue  and  which  should  be  controlling  is 
not  whether  there  is  a  technical  violation  of  a  statute,  enacted 
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under  conditions  vastly  diflferent  from  those  which  now  exist,  one 
which  may  be  impracticable  of  enforcement  and  invalid  in  its 
restriction  of  the  rate,  because  of  federal  legislation  designed  to 
cope  with  the  existing  conditions,  but  whether  the  rates  proposed 
are  prima  facie  so  unreasonable,  that  effort  should  be  made  to 
block  their  application. 

That  the  rates  are  generally  such  does  not  appear.  Under  the 
conditions  the  Board  will  not  issue  an  order  directing  compliance 
with  the  rates  fixed  by  the  law  of  1903,  nor  will  it  issue  an  order 
suspending  the  general  increases  in  freight  and  passenger  rates 
under  Section  17  of  the  Public  Utility  Act.  It  will  modify  its 
rule  with  respect  to  passenger  rates,  so  as  to  permit  those  it  is 
proposed  to  increase  in  accordance  with  the  finding  of  the  Inter- 
state Commerce  Commission  of  July  29,  1920,  to  become  effective 
five  days  after  the  tariffs  providing  such  changes  have  been  filed 
with  this  Board.  This  is  not  to  be  construed  as  an  affirmative 
approval  of  the  new  rates.  There  may  be  and  probably  are  rates 
other  than  those  specifically  referred  to  herein  which  can  and 
should  be  adjusted  without  conflict  with  the  general  principle 
involved. 

These  rates  can  be  dealt  with  later  by  the  Interstate  Commerce 
Commission  and  this  Commission  within  their  respective  juris- 
dictions and  such  inequities  as  exist  can  be  remedied. 

Dated  August  18,  1920. 


No.  835. 

Board  of  Commissioners  ot  the  City  of  Hoboken 

vs, 
Hudson  and  Manhattan  Railroad  Company. 

I.  It  has  been  uniformly  held  by  courts  and  commissions  that  public 
utilities  have  a  right  to  adopt  reasonable  regulations  to  protect  themselves 
against  loss  and  to  prevent  abuse  of  their  service.  The  Board  has  authority 
to  set  aside  regulations  which  are  unreasonable  and  to  impose  reasonable 
regulations  which  utilities  must  observe. 
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2.  Among  regulations  utilities  may  adopt  is  one  requiring  a  deposit  in 
advance  of  supplying  service  as  a  protection  against  default  in  payment 
therefor.  Requirement  of  a  deposit  returnable  on  demand  is  not  regarded 
as  a  charge  in  excess  of  the  legal  rate. 

3.  Provided  the  regulation  is  in  other  respects  reasonable  and  lawful  the 
collection  of  six  cents  from  each  passenger  taking  a  train  of  the  Hudson 
and  Manhattan  Railroad  at  stations  in  New  Jersey  with  a  refund  of  one  cent 
if  the  trip  is  between  New  Jersey  stations  is  not  unlawful  because  the  filed 
rate  is  five  cents. 

4.  The  rate  fixed  for  travel  between  stations  in  New  Jersey  can  apply  law- 
fully only  to  such  travel.  If  there  is  a  strong  probability  that  in  the  absence 
of  some  preventive  regulation  many  will  pay  the  intrastate  rate  who  intend 
to  travel  through  to  New  York  and  will  do  so  at  less  than  the  fare  for  the 
interstate  trip,  the  adoption  of  a  reasonable  regulation  directed  against  this' 
cannot  be  regarded  as  an  improper  act  by  the  carrier. 

5.  With  the  understanding  that  the  time  limit  for  the  redemption  of  the 
tickets  will  be  extended  and  with  a  reservation  of  the  right  to  order  such 
changes  in  details  as  the  Board  may  deem  proper,  the  Board  will  hold  that* 
giving  due  consideration  to  all  the  conditions,  the  authority  of  the  six-cent 
rate  for  travel  between  Jersey  City  and  New  York  the  convenience  of  the 
greater  number  of  passengers,  the  fact  that  the  five-cent  fare,  if  it  continues 
to  be  applicable  between  stations  in  Jersey  City  and  Hoboken  must  be  accom- 
panied by  effective  regulations  to  prevent  its  payment  for  its  interstate  trip, 
the  requirement  of  an  initial  payment  of  six  cents  and  the  issuance  of  a 
refund  check  for  one  cent  is  not  unreasonable  nor  unlawful  as  a  traffic 
regulation  applicable  to  passengers  traveling  between  stations  in  New  Jersey 
and  on  the  Hudson  and  Manhattan  Railroad. 

John  J.  Fallon,  for  the  City  of  Hoboken. 

Charles  M.  Bgan,  for  the  City  of  Jersey  City. 

Robert  Carey,  for  the  Hudson  and  Manhattan  Railroad  Com- 
pany. 

The  complaint  in  this  proceeding  alleges  that  the  Hudson  and 
Manhattan  Railroad  Company  has  been. for  some  time  past  ex- 
acting the  prepayment  of  six  cents  from  passengers  for  trans- 
portation over  its  system  to  and  from  Hoboken  and  Jersey  City 
and  that  the  complainants  are  advised  the  company  is  unwar- 
ranted in  exacting  more  than  five  cents  for  the  transportation  of 
passengers  between  said  points. 

The  Board  of  Public  Utility  Commissioners  is  asked  to  "put 
an  immediate  stop  to  such  unlawful  practice  by  said  company." 
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It  is  claimed  by  the  Hudson  and  Manhattan  Railroad  Company 
that  the  Interstate  Commerce  Commission  established  an  inter- 
state rate  of  ten  cents  between  Jersey  City  and  Hoboken  and 
uptown  New  York,  and  six  cents  to  downtown  New  York,  that  in 
order  to  collect  the  6-cent  interstate  fare  and  at  the  same  time 
maintain  the  local  5-cent  fare  between  points  in  New  Jersey  it 
was  foimd  necessary  to  inaugurate  a  cpupon  refund  system  to 
cover  the  latter  fare,  and  that  owing  to  the  impossibility  of  dis- 
tinguishing between  the  destination  of  an  intrastate  passenger 
and  an  interstate  passenger  there  is  no  way  of  collecting  the  local 
5-cent  fare  for  a  ride  between  points  in  New  Jersey,  except 
through  the  medium  of  the  refund  system. 

On  the  issue  joined  hearing  has  been  held  at  which. the  railroad 
company  and  the  cities  of  Jersey  City  and  Hoboken  were  repre- 
sented. 

The  filed  rate  of  the  respondent  company  for  transportation 
between  its  stations  in  New  Jersey  is  five  cents  and  the  question 
first  to  be  determined  by  the  Board  is  whether  the  collection  of  six 
cents,  of  which  one  cent  is  refunded  when  the  passenger  arrives 
at  his  destination,  is  a  charge  in  excess  of  the  filed  rate  and  there- 
fore unlawful.  That  it  is  unlawful  is  strongly  contended  by 
coimsel  for  the  complainants.  It  is  urged  that  as  the  collection 
of  six  cents  from  passengers  between  the  local  stations  is  un- 
lawful, the  pleading  of  traffic  conditions  by  the  carrier  is 
irrelevant,  that  it  is  its  duty  to  comply  with  the  law  and  stop  col- 
lection of  more  than  the  filed  rate  of  fare. 

With  due  respect  for  the  sincerity  with  which  this  is  argued, 
we  are  of  the  opinion  there  is  a  misunderstanding  as  to  the  com- 
pany's rights  under  the  laws  of  our  State.  If  the  company,  with- 
out notice  to  this  Board  and  submission  to  it  for  consideration, 
had  increased  its  fare  between  its  stations  in  New  Jersey,  this 
would  have  been  an  improper  and  illegal  act.  If,  however,  the 
initial  collection  of  six  cents  is  not  an  increase  in  fare,  but  a 
regulation  adopted  to  protect  the  company  against  loss,  and  to 
prevent  violation  of  law  by  it  in  transporting  passengers  in  inter- 
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State  traffic,  then  the  fact  that  the  regulation  was  not  submitted 
to  the  Board  or  approved  by  it,  would  not  make  it  unlawful.  It 
has  been  uniformly  held  by  courts  and  commissions  that  public 
utilities  have  a  right  to  adopt  reasonable  regulation  to  protect 
themselves  against  loss  and  to  prevent  abuse  of  their  service. 
The  Public  Utility  Act  does  not  deprive  the  utilities  of  this  right 
nor  does  it  require  that  regulations  shall  be  submitted  to  this 
Board  and  be  approved  by  it  before  they  become  effective.  The 
Board,  however,  has  authority  to  set  aside  regulations  which  are 
unreasonable  and  to  impose  reasonable  regulations  which  utilities 
must  observe. 

Among  regulations  utilities  may  adopt  is  one  requiring  a  de- 
posit in  advance  of  supplying  service  as  a  protection  against 
default  in  payment  therefor.  Requirement  of  a  deposit  return- 
able on  demand  is  not  regarded  as  a  charge  made  in  excess  of  the 
legal  rate. 

A  common  regulation  by  railroad  companies  requires  a  pay- 
ment in  excess  of  the  regular  rate  of  fare  from  those  who  do  not 
obtain  tickets,  but  pay  their  fares  upon  trains.  For  the  excess 
payment,  usually  ten  cents,  a  refund  check  is  given  which  may 
be  cashed  at  any  ticket  office  of  the  company.  This  is  authorized 
by  the  laws  of  New  Jersey.     (Chap.  257,  N.  J.  P.  L.  1903.) 

In  the  State  of  Pennsylvania,  where  apparently  there  was  no 
statutory  authority  for  this  charge,  the  question  of  its  legality 
has  been  ruled  upon  by  the  Supreme  Court.  In  the  case  before 
the  court  the  act  incorporating  the  company  provided  that  no 
charge  should  be  made  to  exceed  three  and  a  half  cents  per  mile 
for  way  passengers.  For  the  distance  traveled  the  regular  fare 
plus  ten  cents  extra  payment  on  collection  of  the  cash  fare 
exceeded  the  charter  rate.  Referring  to  the  meaning  of  the  word 
''charge''  as  used  in  the  act  the  learned  justice  said : 

"The  essence  of  the  meaning  is  that  it  is  something 
required,  exacted,  or  taken  from  the  traveler  as  com- 
pensation for  the  service  rendered,  and,  of  course, 
something  taken  permanently — not  taken  tempKDrarily, 
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and  returned.     The  purpose  of  the  restriction  in  the 
charter  is  the  regulation  of  the  amount  of  fare,  not  of 
the  mode  of  collection;   the  protection  of  the  traveler 
from   excessive   demands,    not   interference   with    the 
time,  place,  or  mode  of  payment.    These  are  mere  ad- 
ministrative details,  which  depend  on  varying  circum- 
stances, and  are  therefore  left  to  the  ordinary  course 
of  business  management.     We  fail  to  see  anything  in 
the  present  regulation  which  can  properly  be  treated 
as  an  excessive  charge,  within  the  prohibition  of  the 
charter."     Reese  vs,  Pennsylvania  Railroad  Company 
(19  Atl.  Rep.  72). 
It  seems  to  us  this  reasoning  is  applicable  in  the  present  pro- 
ceeding so  far  as  the  question  of  the  legality  of  the  initial  collec- 
tion of  a  sum  in  excess  of  the  filed  rate  is  concerned;   that  is, 
provided  the  regulation  is  in  other  respects  reasonable  and  lawful, 
we  do  not  believe  the  collection  of  six  cents,  with  provision  made 
for  the  return  of  one  cent,  is  unlawful  because  the  filed  rate  is 
f  five  cents. 

The   Board   has  given   consideration   recently   to   the  policy 
I  which  should  be  pursued  in  adjusting  intrastate  rates  to  conform 

1  to  interstate  rates  recently  increased  by  authority  of  the  Inter- 

'  state  Commerce  Commission. 

I  At  that  time  the  Board  was  asked  by  the  cities  of  Hoboken 

and  Jersey  City  to  give  consideration  to  the  establishment  of 
intrastate  passenger  rates  to  be  charged  passengers  to  and  from 
Hoboken,  Jersey  City  and  Weehawken  to  the  end  that  passengers 
will  not  be  obliged  to  pay  the  same  rate  of  fare  as  passengers 
carried  to  and  from  the  City  of  New  York.  Referring  to  this 
the  Board  stated: 

"Should  the  Board  at  this  time  grant  the  applications 
of  the  cities  of  Hoboken  and  Jersey  City  and  require 
lower  rates  to  be  charged  to  Hoboken,  Jersey  City  and 
Weehawken  than  the  rates  in  effect  to  New  York,  this 
could  be  accomplished  only  by  suspending  the  increases 
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I  .til.. 

in  fares  charged  to  those  traveling  from  other  points 
in  New  Jersey  to  the  terminals. 

"If  this  should  be  done  it  would  necessitate  a  strict 
segregation  of  all  passengers  traveling  to  the  New 
Jersey  terminals  from  those  going  through  to  New 
York. 

**There  is  no  question  but  that  if  rates  of  fare  to 
the  terminals  are  made  lower  than  those  charged  to 
New  York  there  would  be  an  unlawful  discrimination 
against  the  through  passengers,  paying  fares  for  the 
interstate  journeys,  unless  such  traffic  regulations  are 
imposed  that  the  holders  of  the  intrastate  tickets  cannot 
travel  beyond  the  State  without  the  payment  of  addi- 
tional fares." 

(In  the  matter  of  general  increases  in  railroad,  pas- 
senger and  freight  rates.     Memorandum  filed  August 
i8,  1920.) 
The  foregoing  does  not  mean  this  Board,  in  the  exercise  of 
the  authority  vested  in  it  by  the  Legislature,  cannot  fix  just  and 
reasonable  rates  to  be  charged  to  the  railroad  terminals  in  New 
Jersey;  that  it  cannot  fix  just  and  reasonable  rates  to  be  charged 
by  the  respondent  between  its  stations  in  Jersey  City,  or  that  the 
rate  fixed  as  just  and  reasonable  for  travel  from  Jersey  City  to 
New  York  must  apply  between  local  stations  in  New  Jersey. 

It  is  clear,  however,  that  the  rate  fixed  for  travel  between 
stations  in  New  Jersey  can  apply  lawfully  only  to  such  travel  If 
there  is  a  strong  probability  that  in  the  absence  of  some  preven- 
tive regulation  many  will  pay  the  intrastate  rate  who  intend  to 
travel  through  to  New  York  and  will  do  so  at  less  Uian  the  fare 
for  the  interstate  trip,  then  the  adoption  of  a  reasonable  regula- 
tion directed  against  this  cannot  be  regarded  as  an  improper  act 
by  the  carrier. 

The  distances  between  stations  on  the  Hudson  and  Manhattan 
Railroad  are  short ;  the  trains  are  operated  at  frequent  intervals 
and  at  high  speed,  and  the  sale  of  tickets  and  their  collection  by 
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conductors  between  stations  would  be  annoying  to  passengers 
if  not  wholly  impracticable. 

The  Interstate  Commerce  Commission,  acting  upon  authority 
vested  in  it  by  Congress,  has  fixed  six  cents  as  a  just  and  reason- 
able fare  to  be  charged  between  Jersey  City  and  New  York,  and 
this  is  the  lawful  fare  for  the  trip.  This  rate  having  been  so 
fixed,  if  passengers,  upon  the  payment  of  five  cents,  would  be 
free  to  travel  through  to  New  York,  without  additional  pay- 
ment, there  would  be  a  discrimination  against  those  who  respect 
the  law  and  pay  the  through  rate  as  well  as  a  nullification  to  a 
material  extent  of  the  rate  fixed  in  interstate  commerce  by 
authority  of  Congress.  It  should  be  recognized  also  that  apart 
from  consideration  by  the  railroad  of  its  own  interests  it  is  its 
duty  to  collect  for  the  through  trip  the  lawful  rate  of  fare  and 
to  use  methods  which  at  a  minimum  of  inconvenience  to  pas- 
sengers will  prevent  their  transportation  at  less  than  such  fare. 

It  is  true  that  evasion  of  payment  of  the  six-cent  rate  could 
be  prevented,  if  all  passengers  entering  trains  at  Jersey  City  and 
Hoboken  should  pay  five  cents  and  the  balance  should  be  col- 
lected from  those  who  leave  the  trains  in  New  York.  The  pas- 
sengers traveling  from  Jersey  City  and  Hoboken  to  Cortlandt 
Street,  New  York,  exceed  many  times  over  in  number  those  who 
travel  between  the  stations  in  New  Jersey. 

It  is  variously  estimated  by  witnesses  that  between  6,000  and 
20,000  passengers  travel  between  stations  in  Jersey  City  and 
Hoboken  daily.  The  larger  number  suggested  was  admitted  to 
be  an  impression  rather  than  an  estimate  based  on  any  known 
facts  and  it  is  probable  the  actual  number  is  much  nearer  the 
smaller  estimate.  It  appears  that  an  average  of  85,580  pas- 
sengers exit  at  the  Hudson  Terminal  from  New  Jersey,  and  a 
daily  average  of  38,099  passengers  from  New  Jersey  travel  to  the 
uptown  portion  of  New  York  City  through  the  tube. 

The  practical  question  for  the  Board  to  decide  is  whether 
traffic  should  be  delayed  and  the  inconvenience  complained  of 
magnified  many  times  by  requiring  more  than  85,000  passengers 
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at  Cortlandt  Street,  after  completing  their  journeys,  to  pay  an 
additional  fare  in  order  that  the  six  to  eight  thousand  passengers 
traveling  between  the  local  stations  in  New  Jersey  may  be  re- 
relieved  of  the  regulation  to  which  objection  is  made.  Practically 
all  of  the  through  passengers  reside  in  New  Jersey  and  do  busi- 
ness in  New  York  City.  All  the  passengers  of  the  company 
should  be  protected  against  unnecessary  delay  and  inconvenience. 
Where,  however,  it  appears,  as  is  evident  in  this  case,  that  a 
traffic  regulation  is  necessary  to  preserve  a  lower  fare  between 
the  stations  in  New  Jersey  and  to  prevent  a  direct  interference 
with  the  interstate  rate,  the  regulation  should  be  such  that  it  will 
result  in  a  minimum  of  inconvenience  and  delay.  The  regulation 
would  not  be  such  if  the  conditions  at  the  Hudson  Terminal 
should  be  ignored  and  the  regulation  imposed  upon  the  much 
larger  number  of  passengers  who  leave  the  train  at  Cortlandt 
Street. 

For  the  railroad  company  to  collect  five  cents  from  all  its  pas- 
sengers who  board  its  trains  at  Jersey  City  stations  and  collect 
one  cent  from  all  those  who  travel  through  to  Cortlandt  Street, 
would  be  a  sacrifice  of  the  convenience  of  much  the  greater  num- 
ber of  those  who  use  the  trains  and  lead  to  much  more  dissatis- 
faction than  exists  with  the  method  now  employed. 

We  are  unable  to  see  how  any  method  that  will  preserve  the 
five-cent  fare  and  prevent  imlawful  advantage  of  it  being  taken 
can  be  devised  which  will  be  less  burdensome  than  that  adopted 
by  the  company. 

It  appears  that  passengers  are  allowed  ten  minutes  to  redeem 
refund  checks  and  that  these  are  stamped  at  the  time  of  purchase. 
It  was  testified  at  the  hearing  that  a  time  limit  comparatively 
short  is  necessary,  otherwise  passengers  could  traved  through 
to  New  York  and  uix)n  returning  cash  the  checks.  It  was  fur- 
ther testified  that  the  ten-minute  rule  was  not  strictly  enforced 
as  allowance  is  made  for  delays  to  passengers.  We  are  of  the 
opinion  that  a  time  limit  is  an  essential  part  of  the  system,  but 
that  ten  minutes  is  too  short.  The  time  may  and  should  be 
extended  to  one-half  hour.     The  abuse,  if  any,  which  might 
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result  from  this  would  be  so  slight  it  need  not  be  seriously 
considered. 

There  was  conflicting  testimony  as  to  whether  the  notice  to 
passengers  of  the  redemption  of  the  checks  is  sufficient  and 
whether  the  best  methods  have  been  adopted  to  provide  for  this. 
Further  attention  will  be  given  to  this,  and  if  it  appears  that  in 
any  detail  the  methods  of  giving  notice  and  of  redeeming  the 
coupons  should  be  changed,  this  will  be  required. 

With  the  understanding  that  the  time  limit  will  be  extended 
and  with  reservation  of  the  right  to  order  such  changes  in 
details  as  the  Board  may  deem  to  be  proper,  the  Board,  giving 
due  consideration  to  all  the  conditions,  the  authority  of  the  six- 
cent  rate  for  travel  between  Jersey  City  and  New  York,  the  con- 
venience of  the  greater  number  of  the  passengers,  and  the  fact 
that  the  five-cent  fare,  if  it  continues  to  be  applicable  between  sta- 
tions in  Jersey  City  and  Hoboken,  must  be  accompanied  by  effec- 
tive reg^ations  to  prevent  its  payment  for  the  interstate  trip, 
will  hold  that  the  requirement  of  an  initial  payment  of  six  cents 
and  the  issuance  of  a  refund  check  for  one  cent  is  not  unreason- 
able nor  unlawful  as  a  traffic  regulation  applicable  to  passengers 
traveling  between  stations  in  New  Jersey  on  the  Hudson  and 
Manhattan  Railroad. 

Dated  September  8,  1920. 


No.  836. 

In  the  Matter  of  the  Application  of  the  Easton  Ga^ 
Works  for  Further  Increase  in  Rates. 

1.  The  value  new  of  the  fixed  capital  used  and  useful  of  the  petitioner  as 
of  August  I,  1920,  is  found  to  be  $1,049,816.  The  depreciated  value  is  taken 
as  $900,000.    Five  per  cent,  is  added  for  working  capital. 

2.  The  company  estimates  that  annual  depreciation  will  be  approximately 
1.5  per  cent,  of  the  value  new  of  the  property.  This  agrees  very  closely  with 
percentages  derived  from  consideration  of  the  amortization  rate  on  property 
of  similar  gas  utilities,  and  is  taken  and  related  to  a  value  new  of  $1,050,000. 
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3.  The  total  revenue  estimated  as  required  to  provide  for  operating  expenses 
and  taxes  depreciation  and  7  per  cent,  return  on  capital  is  found  to  hei 
$393»o85,  equal  to  $1,694  per  thousand  cubic  feet  of  gas  sold.  Deducting  a 
service  charge  at  $4.20  per  year  on  11. 290  meters  reduces  the  rate  to  $M9 
per  thousand  cubic  feet. 

4.  A  charge  of  $1.50  per  thousand  cubic  feet  with  a  service  charge  is 
allowed. 

Robert  A,  Jones  and  R.  D.  Jennison,  for  the  Company. 

George  L.  Record  and  John  M.  Cody,  for  PhilHpsburg. 

The  company  filed  two  schedules  of  rates  which  were  as 
follows : 

"Schedule  A. 

Rate  for  Gas  Service — Yearly  Contract. 
Rate: 

$1.50  per  M.  cu.  ft.  for  all  gas  consumed. 
Service  Charge: 

A  Monthly  Service  Charge  in  addition  to  the  charge  for  gas  consumed 
is  made  as  follows: 

For  each  3  or  5  light  meter  $0.35. 

For  each  increase  of  one  light  above  a  five  light  capacity  one  cent  is 
added  to  the  service  charge. 
Terms  of  Payment: 

Bills  under  this  schedule  are  net  and  are  due  and  payable  within  ten  days 
of  date  of  bill. 
Prepayment  Meters: 

Customers  having  prepa)mient  meters  will  be  billed  monthly  for  the 
Service  Charge,  and,  until  their  meters  are  adjusted  to  the  increased  rate, 
they  will  also  be  billed  for  the  difference  between  the  cost  of  the  gas  at  the 
rate  for  which  the  meter  is  set  and  the  cost  of  the  gas  at  the  rate  in  effect 
at  the  time  the  gas  is  consumed." 

"Schedule  E. 
Temporary  Rate  for  Gas  Service — Less  than  One  Year  Contract. 

The  consumer  shall  pay,  before  service  is  commenced,  an  amount  repre- 
senting cost  of  connecting  and  disconnecting  service. 
Rate: 

$2.50  per  M.  cu.  ft.  for  all  gas  used. 
Minimum : 

The  Minimum  Monthly  Charge  for  gas  used  shall  be  $2.50. 
The   Minimum   Charge   for  gas  used   during  the   Contract  Term   shall 
be  $5.00. 
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Terms  of  Payment: 

Bills  will  be  issued  monthly;  or,  for  contract  terms  of  less  than  one 
month,  upon  termination  of  contract,  and  are  due  and  payable  within  ten 
days  of  date  of  bill,  net" 

In  addition  to  this  it  filed  its  proposed  regtdations  for  gfas 
service. 

The  existing  schedule  of  rates  is  as  follows,  effective  No- 
vember 2,  1 91 7: 

'First  10  M.  cubic  feet,  . .  $1.35  Less  loc  per  M.  if  paid  within 

Next  10  M.  cubic  feet,  . .  1.15  the  discount  period. 

Next  20  M.  cubic  feet,  . .  1.05 

All  in  excess, i.oo  Minimum  monthly  charge,  soc." 

Upon  the  opening  of  the  proceedings  it  was  stipulated  that 
the  proposed  rates  should  not  go  into  effect  until  the  matter 
had  been  finally  decided  by  the  Commission. 

The  company  submitted  exhibits  showing  that  great  publicity 
had  been  given  to  the  proposed  increase  of  rates  at  the  time  the 
matter  was  under  investigation  bv  Pennsylvania  authorities,  and 
later  when  the  present  application  was  filed. 

VALUE  OF  THE  PROPERTY  USED  AND  USEFUL. 

In  Exhibit  P-17  the  comi>any  states  its  basis  of  value  as 
follows : 

Value  of  property  as  of  January  31,  1916  (per  Commission), $1,089,649 

Additions  to  May  31,  1920, 11 1,349 

Cost  to  complete  present  construction  (completed  August  i,  1920),         60,000 

Total,   $1,260,998 

The  value  as  of  January  31,  19 16,  is  based  on  an  inventory  and 
appraisal  of  all  the  property  of  the  petitioner,  and  includes 
property  both  used  and  useful  in  the  manufacture  and  distri- 
bution of  gas  and  other  property  consisting  of  rented  houses 
not  used  and  useful  in  such  manufacture  and  distribution.  With 
respect  to  the  additions,  there  is  involved  an  item  of  duplica- 
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tion  for  the  construction  work  in  the  early  part  of  1916  which 
is  included  in  the  Board's  appraisal  and  set  forth  in  the  amount 
of  $1,089,649.  Eliminating  this  duplication  the  additions  from 
January  31,  1 916,  to  December  31,  191 9,  amount  to  $61,289,  ^tnd 
to  August  I,  1920,  to  $142,140,  making  the  total  value  new  of 
fixed  capital  in  all  departments  as  of  December  31,  1919, 
$i> 1 50,938,  and  as  of  August  i,  1920,  $1,231,789.  Included 
in  the  valuation  as  made  by  the  Board,  however,  the  value  new 
of  the  property  not  used  and  useful  was  included  at  a  total  of 
$181,963.  Deducting  this  amount  leaves  the  value  new  of  fixed 
capital  used  and  useful  as  of  December  31,  1919,  $968,965  and 
as  of  August  I,  1920,  $1,049,816.  As  of  September,  1917,  the 
company  submitted  its  estimate  of  the  depreciation  which  had 
accrued  both  in  the  property  used  and  useful  and  also  in  property 
in  other  departments.  The  amount  for  the  property  used  and 
useful  was  $147,856.  Deducting  as  of  December  31,  1919, 
the  amount  of  $148,965,  would  leave  $820,000  as  the  depreciated 
value  of  the  fixed  capital  as  of  December  31,  191 9,  and  de- 
ducting $149,816  as  of  August  I,  1920,  would  leave,  in  round 
figures,  $900,000  as  the  depreciated  value  of  the  property  used 
and  useful.  Adding  for  working  capital  five  per  cent,  of  these 
base  figures  would  give  a  rate  base  as  of  December  31,  1919,  of 
$861,000  and  as  of  August  i,  1920,  of  $945,000.  The  values 
for  the  years  preceding  1919,  arrived  at  by  the  same  method, 
would  be:  December  31,  1918,  $8318,000;  December  31,  1917, 
$834,415;  December  31,  1916,  $822,000;  and  December  31,  191 5, 
approximately  $800,000;  these  figfures  being  rounded  out  for 
the  sake  of  brevity.  An  examination  of  the  operating  results 
during  these  years  would  indicate  that  the  company  has  earned 
an  amount  sufficient  to  enable  it  to  set  aside  seven  per  cent,  for 
return  on  capital  and  to  provide  for  all  accruing  depreciation 
since  1913.  The  total  amoimt  which  might  have  been  set  aside 
had  the  book  entries  been  made  would  approximate  $87,000, 
which  is  about  sixty  per  cent,  of  the  total  amount  of  accrued 
depreciation  which  has  been  deducted  in  the  above  calculations. 
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As  the  original  works  of  the  predecessor  of  the  present  Easton 
Gas  Works  were  erected  about  1855,  ^^  would  appear  that  the 
various  companies  have  no  doubt  earned  the  remaining  forty 
per  cent,  of  the  depreciation  which  has  been  deducted  above. 
This  would  indicate  that  as  of  August  i,  1920,  the  figure  of 
$945,000  may  be  taken  following  the  method  pursued  by  the 
company  in  stating  its  value  and  deducting  therefrom  substan- 
tially the  depreciation  which  had  accrued  in  191 7  in  the  opinion 
of  its  witness  as  testified  to  in  that  year. 

OPERATING  EXPENSES  AND  TAXES. 

In  Exhibit  P-7  the  company  shows  that  the  cost  of  oil  since 
its  last  rate  was  fixed  in  191 7  has  increased  8.5  cents  a  gallon 
or  32.3  cents  per  thousand  cubic  feet  of  gas  sold;  its  generator 
fuel  has  increased  $5.52  per  gross  ton  or  at  the  rate  of  10.4 
cents  per  thousand  cubic  feet  of  gas  sold;  its  boiler  fuel  has 
increased  at  the  rate  of  $1.98  per  long  ton  or  2,2  cents  per 
thousand  cubic  feet  of  gas  sold;  that  the  cost  of  labor  has 
increased  in  an  amount  equal  to  6.3  cents  per  thousand  cubic  feet 
of  gas  sold.    The  aggregate  of  these  increases  is  51.2  cents. 

For  the  same  period  the  cost  of  gas  oil  has  increased  from 
6.75  cents  to  15.25  cents,  an  increase  of  122  per  cent. ;  generator 
fuel  from  4.87  cents  to  10.39  cents,  an  increase  of  113  per 
cent.;  boiler  fuel  from  4.43  cents  to  6.41  cents,  an  increase  of 
45  per  cent.  The  greatest  increase  is  in  the  price  of  gas  oil,  which 
has  become  effective  in  the  last  three  months  and  is  so  great  as 
to  require  that  relief  be  given  to  the  company. 

For  the  first  five  months  of  the  year  this  increase  was  not 
effective.  Counsel  for  the  objectors  bases  his  argument  on  the 
results  for  the  calendar  year  ending  December  31,  1920.  This, 
however,  does  not  take  into  account-  the  fact  that  after  that  date 
there  is  no  evidence  that  the  costs  will  recede  to  those  prevailing 
in  the  early  part  of  1920.  It  seems  fairer,  under  these  circum- 
stances, to  estimate  the  expenses  for  a  full  twelve  months  on  the 
basis  of  those  shown  for  the  last  seven  months  of  the  year  (Ex- 
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hibit  P-ii)  and  by  proportion  arrive  at  the  probable  expenses  for 
a  full  year  under  operation  of  the  proposed  rates.  The  gas  sold 
during  the  last  seven  months  was  143,000  M.  cubic  feet  and  the 
total  operating  expenses  for  producing  this  gas,  including  taxes, 
was  $190,190.  The  estimated  sales  for  the  entire  year  aggregate 
232,000  M.  cubic  feet.  By  proportion  the  operating  expenses  for 
a  full  year's  operation  after  the  effective  date  of  the  increased 
rates  would  approximate  $308,560. 

ANNUAL  DEPRECIATION    IN    ADDITION   TO  CURRENT   REPAIRS  AND 

MAINTENANCE. 

The  company  estimates  that  the  annual  depreciation  will  be 
approximately  1.5  per  cent,  of  the  value  new  of  the  property. 
This  percentage  agrees  very  closely  with  percentages  derived 
from  the  consideration  of  the  amortization  rate  on  property  of 
similar  gas  utilities  as  determined  by  the  Board,  and  will  be  taken 
and  related  to  a  value  new  of  $1,050,000.  This  will  give  an 
annual  appropriation  for  depreciation  (in  addition  to  current 
repairs  and  maintenance)  of  $18,375.  Counsel  for  the  objectors 
do  not  take  into  account  for  the  year  1920  anything  for  this  item. 
Counsel  argues : 

"*     *     *     Judging  from  the  history  of  this  com- 
pany and  other  public  utility  companies  in  this  State, 
the  depreciation  item  simply  amounts  to  giving  the  com- 
pany some  more  money  to  play  with.    If  the  company 
demands  that  it  be  allowed  a  rate  sufficient  to  provide 
for  a  depreciation  fund,  then  we  insist  that  that  amount 
be  fixed  definitely  by  the  Commission,  and  the  company 
be  required  to  set  the  actual  money  one  side  in  a  special 
account,  and  not  to  be  used  for  any  corporate  purposes 
other  than  the  depreciation  account,  except  upon  special 
application  to  the  Commission." 
With  respect  to  the  existing  property,  the  Board  fixes  the 
annual  appropriation  for  depreciation  at   1.5  per  cent,  of  the 
value  new  of  the  property.    The  statute  under  which  this  Board 
acquires  jurisdiction  provides  that  the  company: 
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"♦  *  *  shall  set  aside  the  moneys  so  provided  for 
out  of  earnings  and  carry  the  same  in  a  depreciation 
fund.  The  income  from  investments  of  moneys  in  such 
fund  shall  likewise  be  carried  in  such  fund.  This  fund 
shall  not  be  expended  otherwise  than  for  depreciation, 
improvements,  new  constructions,  extensions  or  addi- 
tions to  the  property  of  such  public  utility." 
The  Legislature  has  made  mandatory  the  manner  in  which 

the  company  is  to  treat  moneys  collected  under  schedule  of  rates 

allowed  by  the  Board  for  the  depreciation. 

PROBABLE    REVENUE    REQUIRED   TO    MEET    OPERATING   EXPENSES, 
TAXES,    DEPRECIATION    AND    RETURN    ON    CAPITAL. 

The  amount  of  revenue  required  by  the  company  can  be  con- 
veniently set  up  as  shown  in  Table  I,  which  follows : 

TABLE  L 

PROBABUC    RESULTS    OF   OPERATION    FOR    YEAR    F0LW)W1NG   EFFECTIVE   DATE   OF 

SCHEDULE. 

Estimated    Operating   Expenses    and  Amount.   PerM.cu.ft. 

232 

Taxes  (143  x  $190,190), $308,560        $1,330 

Appropriation  for  Depreciation  (1.5%  of  $1,050,000, 

value  new),   18,375  0.079 

Return    on    Capital    Produced    by    Increased    Rates 

(equals  7%),  66,150  0.285 

Total  Revenue  Required $393,085         $1694 

Deduct    Service    Charge,    11,290    meters    at    $4.20 
per  yr.,    47,4i8  01204 

Average  rate  for  gas  (232,000  M.  cu.  ft.), $345,467         $1,490 

In  Table  I  we  have  taken  the  estimated  operating  expenses  as 
hereinbefore  derived  at  $308,560,  appropriation  for  depreciation 
at  $18,375  and  return  on  capital  at  seven  per  cent,  of  $945,000 
amounting  to  $66,150,  a  total  revenue  required  of  $393,085.  Ex- 
hibit P-14  indicates  that  the  company  has  11,290  meters  in  active 
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use,  which,  at  thirty-five  cents  a  month  or  $4.20  a  year,  would 
produce  a  revenue  of  $47,418.  Deducting  this  from  the  total 
revenue  required  leaves  $345,567  to  be  produced  from  the  sales 
of  gas  as  measured  by  the  meter.  On  232,000  M.  cubic  feet  of 
gas,  this  amounts  to  an  average  rate  of  $1.49.  According  to  the 
1919  annual  report,  it  required  a  discount  of  one  cent  per  thou- 
sand cubic  feet  to  provide  for  the  lower  differential  rates  for 
quantity  consumption.  This  analysis  indicates  that  the  schedule 
of  rates  filed  by  the  company  will  provide  for  operating  expenses, 
including  depreciation  and  taxes  and  yield  seven  per  cent,  on 
the  fair  value  of  the  property  as  set  forth  by  the  company,  but 
modified  according  to  the  fact.  Under  existing  conditions  the 
Board  is  of  the  opinion  that  the  schedule  of  rates  lettered  "A"  is 
fair  and  reasonable. 

RATE    SCHEDULE   "'E'"    TEMPORARY   RATE   ^OR   GAS    SERVICE,    t^S 
THAN  ONE  YEAR  CONTRACT — ^EXHIBIT  P-I. 

No  proof  was  offered  as  to  the  reasonableness  of  this  schedule. 
It  is  decidedly  higher  than  that  for  the  regular  Schedule  "A" 
rate  for  gas  service,  yearly  contract,  and  for  lack  of  proof  on 
the  part  of  the  company  the  Board  will  not  approve  rate 
Schedule  "E." 

RULES  AND  REGULATIONS. 

The  rules  and  regulations  as  shown  in  Exhibit  P-i  evidently 
were  prepared  for  use  in  Easton,  Pa.,  and  make  provisions  for 
certain  items  as  being  within  the  jurisdiction  of  the  Public 
Service  Commission  of  Pennsylvania.  Certain  of  the  rules  are 
not  consistent  with  the  rules  heretofore  recommended  by  this 
Board  and  for  these  reasons  the  regulations  for  gas  service  are 
not  approved. 

CHANGE  IN  THERMAL  STANDARD. 

On  August  3,  1920,  the  Board  issued  its  report  modifying 
Rules  IX  and  X  of  its  standards.  Rule  IX  formerly  required 
that  gas  supplied  to  constuners  must  have  an  average  monthly 
calorific  value  of  not  less  than  600  B.  t.  u.    The  new  rule  requires 
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that  the  minimum  heating  value  shall  never  fall  below  525  B.  t.  u. 
The  applicant  utility  generates  its  gas  in  Easton  in  an  adjoining 
State  and  subject  to  the  jurisdiction  of  that  State.  Gas  manufac- 
tured in  Easton  is  made  in  accordance  with  the  rules  of  the  Penn- 
sylvania Commission,  which  provide  for  a  monthly  average  value 
of  570  B.  t.  u.  with  a  minimum  which  shall  never  fall  below 
530  B.  t.  u.  A  greater  portion  of  this  gas  is  sold  in  Pennsylvania 
and  the  plant  is  not  so  arranged  that  it  can  manufacture  gas  at 
a  different  calorific  standard  for  distribution  in  Phillipsburg,  the 
New  Jersey  portion  of  the  territory  served  by  the  petitioner. 
Under  these  conditions  the  company  is  not  in  a  position  to  take 
advantage  of  the  change  in  standard  provided  for  by  the  order 
of  this  Board  of  August  3,  1920,  which  change  affected  the  costs 
of  production.  i 

The  determinations  in  the  matter  now  before  the  Board  are 
made  upon  the  existing  standards  for  gas  under  which  the  com- 
pany has  been  operating,  and,  until  some  change  occurs,  must 
continue  to  so  operate. 

conclusions. 

The  Board  therefore  finds  and  determines : 

( i)  That  Schedule  "E,"  Temporary  Rate  for  Gas  Service,  and 
the  regulations  for  gas  service  as  shown  in  Exhibit  P-i  filed  in 
this  proceeding  are  hereby  expressly  disapproved. 

(2)  The  Schedule  "A,"  Rate  for  Gas  Service  (Exhibit  P-i), 
as  hereinbefore  recited,  may  be  filed  and  made  effective  beginning 
with  bills  rendered  for  gas  consumed  between  the  meter  readings 
in  August  and  September,  1920,  subject,  nevertheless,  to  the 
following  conditions : 

Acceptance  by  the  company  of  the  increase  herein  allowed  will 
be  taken  as  a  stipulation  that  abrogation  or  modification  of  the 
emergency  increase  in  rates  may  be  made  as  and  if  conditions 
as  indicated  by  operating  results  both  as  to  revenue  and  the  char- 
acter of  service  rendered  warrant. 

That  the  company  shall  set  aside  an  appropriation  for  amortiza- 
tion of  fixed  capital  beginning  September  i,  1920,  at  the  annual 
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rate  of  $18,375,  ^"^  in  future  shall  compute  depreciation  at  the 
rate  of  1.5  per  cent,  of  the  value  of  fixed  capital  new  as  herein- 
above determined  with  additions  thereto  so  long  as  the  relation 
of  the  classes  of  property  one  to  the  other  is  substantially  the 
same  as  at  present  or  until  otherwise  determined  by  this  Board 
The  reserve  so  created  shall  be  invested  as  directed  under  Chapter 
195  of  the  Laws  of  New  Jersey  for  191 1,  Section  11,  paragraph 
17(f). 

Beginning  October  i,  1920,  the  company  is  to  render  to  the 
Board  monthly  reports.  These  reports  are  to  show  the  Operating 
Revenues,  Operating  Deductions,  excluding  Amortization,  Non- 
Operating  Income,  Income  Deductions  and  balance  available  for 
General  Amortization,  Dividends  and  Surplus,  and  also  the 
amoimt  appropriated  for  General  Amortization,  together  with  a 
comparison  with  the  figures  for  the  corresponding  period  of  the 
preceding  year.  This  statement  may  preferably  follow  the  form 
shown  in  the  annual  report  for  gas  utilities  (page  21,  Income 
Statement;  22,  lines  i  to  11,  Operating  Revenues;  26,  lines  27  to 
37,  with  amount  appropriated  for  Amortization,  Account  495, 
stated  separately  under  VI).  And  the  Board  will  retain  jurisdic- 
tion of  the  emergency  increase  as  herein  approved  for  the  pur- 
pose of  modifying  same  as  and  if  the  conditions  change. 

Dated  September  8,  1920. 

Commissioner  Wright  dissents. 


No.  837. 

In  the  Matter  0I^  the  Application  of  the  Easton  Gas 
Works  for  Approval  of  the  Sale  of  Certain  Real 
Estate  in  Easton  and  Authority  to  Open  a  "Property 
Abandoned''  Account  on  the  Books  of  the  Company. 

I.  Permission  is  given  for  the  sale  of  property  not  used  and  useful  in  the 
supply  of  service. 

William  Buchsbaum,  for  the  Petitioner. 

The  property  which  the  Easton  Gas  Works  is  proposing  to 
sell  is  located  adjacent  to  its  gas  plant  and  consists  of  a  number 
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of  brick  tenement  houses  immediately  adjoining  the  gas  works 
in  the  block  now  owned  by  this  company  at  Easton. 

This  property  is  neither  used  nor  useful  with  respect  to  the 
operation  of  the  gas  plant,  and  has  been  so  ccMisidered  in  a  num- 
ber of  prior  proceedings  before  this  Board.  It  appears  to  be 
advisable  for  the  company  to  dispose  of  the  property  and  to  use 
the  funds  made  available  thereby  for  other  purposes. 

In  191 7  it  became  necessary  for  the  company  to  refund  cer- 
tain bonds  outstandmg  against  the  property.  In  connection  with 
this  refunding  application,  an  inventory  and  appraisal  was  sub- 
mitted by  the  company,  which  was  checked  and  revised  in  part 
by  the  Board's  engineers.  This  revision  resulted  in  a  deficit  as 
compared  with  the  book  value,  which  deficit  was  considered  in 
the  nature  of  bond  discount  and  was  set  up  as  a  "Suspense 
Account,"  and  is  now  being  written  off. 

The  value  of  the  land  and  buildings  which  it  is  now  proposed 
to  sell  was  taken  at  the  same  amount  as  submitted  by  the  com- 
pany. None  of  this  property,  as  stated  above,  was  considered 
used  or  useful  for  gas  operations  and,  as  the  value  of  this  prop- 
erty would  therefore  not  be  reflected  by  any  rates  subsequently 
approved,  the  estimate  of  the  company  was  accepted.  The  value 
at  which  this  property  is  carried  on  the  company's  books  is  as 
follows : 

Value  of  buildings $90,176.00 

Value  of  land,    19,160.00 

Sub-total,    $109,336.00 

Tangible  overhead  charges—17%,  18,587.12 

Sub-total,    $127,923.12 

Organization  expenses — 5% 6,396.16 

Total $134,319.28 

The  amount  at  which  the  property  is  proposed  to  be  sold  is 
$25,000.  On  the  basis  of  the  rentals  received  by  the  company 
at  the  present  time,  it  is  evident  that  this  is  approximately  the 
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market  value  of  the  property.  The  difference  between  the  sell- 
ing price  and  the  amount  at  which  this  property  is  carried  on  the 
company's  books  is  $109,319.28,  which  amount  the  company  re- 
quests permission  to  amortize. 

The  company  requested  permission  to  open  a  "Property 
Abandoned"  account  to  which  to  charge  this  difference.  In  view 
of  the  fact  that  the  property  with  which  this  petition  is  con- 
cerned is  non-operating  property,  it  appears  to  the  Board  tl;iat 
this  difference  might  more  properly  be  charged  to  Accoimt  167, 
"Other  Suspense,'*  and  written  off  through  the  period  suggested 
in  the  company's  petition,  viz.,  ten  years  or  less. 

The  Board  will  approve  of  the  sale  of  the  property  as  requested 
in  the  company's  petition  and  a  certificate  will  so  issue. 

Dated  September  22,  1920. 


No.  838. 

In  the  Matter  of  the  Application  of  the  New  Jersey  Gas 
AND  Electric  Company  for  Further  Increase  in 
Rates. 

1.  In  applying  for  approval  of  increased  rates,  the  petition  recites  that  the 
Board  in  1916  fixed  the  value  of  petitioner's  property  and  authorized  the 
issuance  of  $75,000  capital  stock  and  $166,000  six  per  cent,  bonds,  and  that 
subsequent  capital  expenditures  had  been  made.  The  sum  of  $272,846.89  i? 
claimed  to  be  the  present  value  of  the  property. 

2.  It  is  alleged  that  the  increased  rates  proposed  are  only  sufficient  to  enable 
the  company  to  pay  operating  expenses,  taxes  and  fixed  charges  during  the 
coming  year. 

3.  The  Board  estimates  the  operating  expenses  and  taxes  at  $59,445.  The 
sum  of  $13,500  is  allowed  for  interest  amortization  of  bond  discount  and  to 
provide  for  floating  indebtedness  and  contingencies. 

4.  On  an  estimated  sale  of  32,000  M.  cubic  feet  of  gas  a  net  base  rate  of 
$2.25  per  thousand  cubic  feet  is  found  to  be  reasonable. 

Frederick  J,  Fatilks,  for  the  Petitioner. 
David  F.  Barknuin,  for  Borough  of  Wharton. 
Elmer  King  and  Charles  S.  Cooper,  for  Dover. 
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The  petition  alleges: 

That,  owing  to  the  increase  in  the  cost  of  labor  and  materials 
used  in  the  manufacture  and  distribution  of  gas  and  the  proper 
upkeep  of  the  plant,  it  is  imperative  that  the  schedule  of  rates 
be  increased; 

That  a  comparative  statement  of  income  and  expense  for  the 
year  ending  December  31,  1918  and  1919,  respectively,  and  for 
the  five  months  from  January  i  to  June  i,  1920,  marked  Exhibit 
E,  shows  a  deficit  for  a  period  of  one  year  and  five  months  of 
$25,320.20; 

That  the  financial  loss  sustained  by  the  petitioner  has  impaired 
its  credit  to  such  an  extent  that,  unless  relief  is  now  afforded,  it 
will  be  compelled  to  discontinue  operation; 

That  this  Board,  by  a  report  dated  May  2,  1916,  fixed  the 
value  of  the  property  of  the  petitioner  at  the  sum  of  $204,450, 
allowing  for  estimated  cost  of  new  construction  $29,750  in  addi- 
tion, making  a  total  of  $233,200,  and  authorized  the  issuance  by 
the  petitioner  of  $75,000  of  capital  stock  and  $166,000  of  six 
per  cent,  bonds  at  95,  of  which  $31,300  par  value  of  bonds  were 
issued  to  pay  for  extensions  and  improvements  above  referred 
to,  which  had  been  made  at  cost,  to  which  must  be  added  for 
subsequent  capital  expenditures  an  amount  aggregating  $39,- 
646.89,  making  a  total  of  $272,846.89  as  the  present  value  of  the 
petitioner's  property; 

That  the  municipalities  have  had  due  notice  of  the  company's 
intention  to  make  application  for  an  increase; 

That  the  proposed  schedule  of  rates  is  as  follows : 

"For  the  first    3,000  cu.  ft.,  $2.50  per  1,000 

For  the  next    4,000  cu.  ft, 245  per  1,000 

For  the  next    8,000  cu.  ft.,  240  per  1,000 

For  the  next  25,000  cu.  ft.,  2.30  per  1,000 

For  the  next  40,000  cu.  ft., 2.20  per  1,000 

For  all  over  80,000  cu.  ft 1.85  per  1,000 

"10  cents  per  thousand  discount  on  all  bills  paid  before  the  loth 
of  the  succeeding  month. 

''$240  per  thousand  cubic  feet  for  all  gas  furnished  through  pre- 
pa)rment  meters. 

"A  minimum  charge  of  $1.00  per  month." 
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The  schedule  of  rates  now  in  eflfect  is  as  follows : 

"For  the  first    3,000  cu.  ft.,  $1.60  per  1,000 

For  the  next    4,000  cu.  ft. 1.55  per  1,000 

For  the  next    8,000  cu.  ft, 1.50  per  1,000 

For  the  next  25,000  cu.  ft., 140  per  1,000 

For  the  next  40,000  cu.  ft. 1.30  per  1,000 

For  all  over  80,000  cu.  ft.,  0.95  per  1,000 

"$i.6o  per  thousand  cubic  feet  for  all  gas  furnished  through  pre- 
paid meters. 

"A  minimum  charge  of  50  cents  per  month." 

During  the  hearing  of  the  case,  representatives  of  the  petitioner 
claimed  that  the  increased  rates  proposed  were  only  such  as  would 
suffice  for  the  payment  of  the  operating  expenses,  taxes  and  fixed 
charges  of  the  company  during  the  present  period  of  abnormally 
high  costs.  In  preparing  its  figures,  however,  showing  operating 
costs  under  present  conditions,  the  petitioner  based  its  calcula- 
tions upon  the  results  of  operating  during  the  first  five  months 
of  1920.  In  view  of  the  fact  that  the  first  five  months  of  the 
petitioner's  sales  do  not  constitute  five-twelfths  of  the  year's 
sales,  such  a  method  of  treatment  does  not  give  a  proper  average. 
The  Board  will  therefore,  in  considering  the  matter,  take  the 
year  191 9  as  a  basis,  adding  thereto  the  costs  of  the  present  day 
applied  to  the  indicated  increase  in  consumption  for  the  year  1920 
over  the  year  1919. 

ESTIMATED  SALES  OF  GAS. 

The  sales  of  gas  during  the  first  five  months  of  1919  aggre- 
gated approximately  11,092  M.  cubic  feet,  whereas  the  sales  for 
the  year  aggregated  approximately  30,352  M.  cubic  feet.  The 
sales  of  gas  for  the  first  five  months  of  1920  aggregated  approxi- 
mately 11,786  M.  cubic,  which  would  indicate  sales  of 
approximately  32,000  M.  cubic  feet  for  a  year  under  existing 
conditions.  In  preparing  its  table  of  operating  expenses,  the 
Board  will  assume  that  32,000  M.  cubic  feet  will  be  sold  during 
the  coming  year. 
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GAS   UNACCOUNTED   FOR. 

During  the  year  1919  the  unaccounted  for  gas  of  the  petitioner 
appeared  to  be  excessive.  The  gas  unaccounted  for  during  the 
year  1918  amounted  to  about  5,148  M.  cubic  feet  (12.5  per 
cent.)  whereas  in  the  year  1919  it  aggregated  about  8,939  M. 
cubic  feet  (22  per  cent.).  Considering  the  present  high  prices 
of  materials  and  labor  entering  into  the  cost  of  gas,  it  is  incum- 
bent upcn  the  management  of  the  petitioner  to  conserve  its  gas 
and  prevent  such  abnormally  high  leakage.  The  Board  will 
therefore  assume  that  a  loss  of  15  per  cent,  will  constitute  a 
sufficient  margin  for  this  purpose  and  that  on  the  basis  of  32,000 
M.  cubic  feet  sold  it  will  require  the  production  and  manufacture 
of  37,650  M.  cubic  feet  for  the  ensuing  year. 

OPERATING    EXPANSES    AND    OTHER    REVENUE    DEDUCTIONS. 

The  principal  increases  in  prices  as  revealed  by  the  record  are 
in  coal,  oil  and  labor.  Assuming  the  amounts  used  per  thousand 
cubic  feet  in  the  manufacture  of  gas  in  1919  and  the  increased 
costs  as  revealed  by  the  record,  the  boiler  fuel  necessary  to 
produce  37,650  M.  cubic  feet  of  gas  will  cost  $4,521 ;  the  generator 
fuel  will  cost  $10,368,  and  the  gas  oil,  based  on  the  use  of  3.2 
gallons  per  M.  cubic  feet  at  15  cents  per  gallon  would  cost 
$18,150.  These  assumptions  are  based  on  the  manufacture  of 
gas  under  the  new  heating  standard  of  525  B.  t.  u.  for  a  company 
with  the  small  output  of  less  than  forty  million  cubic  feet  a  year. 

The  indicated  increases  in  salaries  and  wages  required  to  be 
paid  by  the  petitioner  in  the  ensuing  year,  based  on  present  costs, 
approximate  $4,500.  During  the  year  1919  the  company 
aK>ropriated  $4,736  for  the  purpose  of  general  amortization.  In 
view  of  the  fact  that  the  replacements  chargeable  against  the 
reserve  created  by  this  appropriation  may  not  be  required  for 
some  years  to  come,  the  Board  will  take  the  sum  of  $3,000  as 
adequate  for  the  purposes  of  computing  a  schedule  of  rates  under 
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present  abnormal  conditions.  Upon  the  basis  of  the  costs  of 
1919  with  the  increases  as  hereinabove  set  forth  Table  I  is  pre- 
pared to  show  the  estimated  costs  of  operating  expenses  and  taxes 
for  the  ensuing  year. 

TABLE  I. 

1920  OPERATING  EXPENSES,   BASED  ON    I919  OPERATION,   ADJUSTED  W)R 
PRESENT-DAY  COSTS. 

BsHmate  for  Year  Ending 
September  i,  192 1. 
Acct.  No.  Amount.    Per  M,  cu.  ft. 

Production  Expenses $40,352       $1.2610 

440/450    Transmission  and  Distribution  Exp 3485        0.1089 

470    Commercial  Expenses,  1,343        ao420 

475    Business  Promotion,  377        o.oi  18 

481/494    General      and      Miscellaneous,      omitting 

Amortization 4,388         0.1371 

495    General  Amortization 3,000        0.0938 

Total  Operating  Expenses,  $52,945  $16546 

Taxes,   2,000  0.0625 

(i)     Estimated     increases     in      Salaries     and 

Wages 4.500  0.1406 

Total  Revenue  Deductions $59,445       $18577 

Gas  made $3,765,000     

Gas  sold,  3,200,000    

Table  I  shows  a  total  estimated  cost  for  operating  expenses 
and  taxes  of  $59,445,  which,  on  the  basis  of  32,000  M.  cubic  feet 
sold,  aggregates  approximately  $1.86.  The  company's  fixed 
charges  for  interest  and  amortization  of  bond  discount  for  the 
year  1919  aggregate  about  $1 1,21 1.  During  the  past  six  or  seven 
months  it  has  increased  its  outstanding  floating  indebtedness 
somewhat.  On  the  basis  of  about  $13,500  for  such  purposes 
and  to  provide  a  small  fund  for  contingencies  will  require  a  base 
rate  of  $2.25  net,  which,  under  all  circumstances,  the  Board  con- 
siders fair  and  in  accordance  with  the  record  in  this  case. 

The  Board  therefore  finds  and  determines: 
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(i)  That  the  schedule  of  rates  as  filed  should  be  and  is 
hereby  disapproved. 

(2)  That  the  company  may  file  the  following  schedule  of 
rates,  effective  beginning  with  bills  rendered  for  gas  consumed 
between  the  meter  readings  in  September  and  in  October,  1920, 
viz.; 

For  the  first    3,000  cu.  ft,  $2.25  per  1,000  net 

For  the  next    4,000  cu.  ft,  2.20  per  1,000  net 

For  the  next    8,000  cu.  ft.,  2.15  per  1,000  net 

For  the  next  25,000  cu.  ft.,  2.05  per  1,000  net 

For  all  over  40,000  cu.  ft,  1.95  per  1,000  net 

$2.25  per  thousand  cubic  feet  for  all  gas  furnished  through  pre- 
payment meters. 
A  minimum  charge  of  one  dollar  per  month  per  meter.- 

(3)  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  conditions 
as  indicated  by  operating  results  both  as  to  revenue  and  the 
character  of  service  rendered  warrant. 

(4)  Beginning  November  i,  1920,  the  company  is  to  render 
to  the  Board  monthly  reports.  These  reports  are  to  show  the 
Operating  Revenues,  Operating  Deductions,  excluding  Amortiza- 
tion, Non-Operating  Income,  Income  Deductions  and  balances 
available  for  General  Amortization,  Dividends  and  Surplus,  and 
also  the  amount  appropriated  for  General  Amortization,  together 
with  a  comparison  with  the  figures  for  the  corresponding  period 
of  the  preceding  year.  This  statement  may  preferably  follow 
the  form  shown  in  the  annual  report  form  for  gas  utilities  (page 
21,  Income  Statement;  22,  lines  i  to  11,  Operating  Revenues; 
26,  lines  27  to  37,  with  amount  appropriated  for  Amortization, 
Account  495,  stated  separately  under  VI).  And  the  Board  will 
retain  jurisdiction  of  the  emergency  increase  as  herein  approved 
for  the  purpose  of  modifying  same  as  and  if  the  conditions 
change. 

Dated  September  22,  1920. 
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No.  839. 

In  the  Matter  of  the  Appucation  of  the  Consoudateo 
Gas  Company  of  New  Jersey  for  Increase  in  Rates. 

1.  Application  is  made  to  increase  rates  previously  determined  by  the  Board 
to  be  just  and  reasonable,  it  being  asserted  that  conditions  have  changed,  due 
to  increasing  costs  of  labor,  material  and  other  items. 

2.  To  justify  the  proposed  increased  charge  for  gas,  the  company  adopted 
as  a  basis  for  rates  the  value  heretofore  found  by  the  Board,  increased  bv 
net  additions  and  the  actual  materials,  supplies  and  cash  on  hand,  arriving 
at  a  total  of  $1407,378.  From  this  the  Board  deducts  the  reserve  accumulated 
out  of  rates,  leaving  an  adjusted  value  of  $1,375,200. 

3.  To  meet  operating  expenses  and  taxes  and  provide  a  return  of  eight 
per  cent,  would  require  a  rate  of  $1.86  per  thousand  cubic  feet  Deducting 
certain  miscellaneous  revenue  and  allowing  for  an  increase  in  the  price  of 
municipal  street  lighting  a  base  rate  of  $1.75  per  thousand  cubic  feet  is 
found  to  be  reasonable. 

4.  Application  for  an  addition  of  five  cents  per  kilowatt  hour  to  the  base 
rate  of  fifteen  cents  per  kilowatt  hour  is  denied,  the  Board  holding  that 
negotiations  should  be  entered  into  by  which  the  company  may  obtain  elec- 
trical energy  at  a  lower  cost,  to  the  end  that  the  company's  customers  may 
be  served  at  rates  more  nearly  comparable  with  those  effective  under  more- 
favorable  conditions. 

Fred  R.  Ctdcheon  and  N.  C.  Abell,  for  the  Petitioner. 
Henry  D,  Brinley,  for  the  Borough  of  Fairhaven. 

The  petition  alleges : 

That  it  is  in  effect  a  continuation  of  the  proceedings  here- 
tofore brought  before  the  Board  by  the  petitioner,  in  pursuance 
of  which  an  order  was  made  by  the  Board,  dated  January  7^ 
1919: 

That  this  order  was  preceded  by  an  order  of  the  Board  bearing 
date  of  April  29,  191 8,  wherein  the  Board  found  and  set  forth 
certain  conclusions  relating  to  a  war  surcharge,  and  further 
held  that  *'the  Board  will  retain  jurisdiction  of  the  emergency 
or  war  surcharge  as  herein  approved  for  the  purpose  of  modify- 
ing or  abrogating  it  as  and  if  conditions  change." 
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That  conditions  have  changed  within  the  meaning  of  the 
aforesaid  order  of  April  29,  1918,  and  that  such  changes  con- 
sist of  constantly  increasing  cost  of  labor  and  material  and 
other  items ; 

That  copies  of  the  petition  have  been  mailed  to  the  chief 
executive  of  each  of  the  municipalities  served  by  the  petitioner: 

That  the  Board  approve  (i)  an  increase  of  fifty  cents  per 
thousand  cubic  feet  to  be  added  to  all  rates  for  gas  as  fixed  by  the 
Board's  decision  of  July  25,  191 1,  the  existing  war  surcharge 
of  twenty  cents  per  thousand  cubic  fe^t  to  be  abrogated;  (2) 
ar  increase  of  five  cents  per  kilowatt  hour  to  be  added  to  all 
rates  for  metered  electric  current  as  fixed  by  the  Board's  de- 
cision of  July  25,  191 1,  the  existing  war  surcharge  of  one  cent  per 
kilowatt  hour  to  be  abrogated;  the  above  increase  in  rates  to 
become  effective  September  i,  1920. 

The  petitioner  propos^ed  that  these  new  rates  should  become 
effective  September  first.  In  the  course  of  the  hearing,  however, 
it  was  stipulated  that  they  should  not  be  put  into  eflfect  until 
the  Board  should  have  arrived  at  a  conclusion  as  to  their  reason- 
ableness. 

GAS   DEPARTMENT. 

As  a  basis  for  rates  the  company  adopted  the  value  as  found 
by  the  Board  in  its  report  of  January  7,  1919  (P.  U.  C.  Re- 
ports, Vol.  VI,  p.  733),  and  added  the  net  additions  thereto  and 
took  as  working  capital  the  actual  material  and  supplies  and 
cash  on  hand  as  of  July  31,  1920,  arriving  at  a  total  aggregate 
capital  as  such  basis  of  $1,407,378.  This  was  the  value  new 
of  the  physical  pwop^erty  of  the  company  and  did  not  take  into 
account  the  reserve  which  had  been  accumulated  out  of  rates 
against  same.  The  Board  finds  that  the  adjusted  value  follow- 
ing the  same  method  but  deducting  the  reserve  should  be 
$1,375,200. 
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OPERATING    EXPENSES    AND    TAXES    ON    THE    BASIS    OF    PRICES 
PREVAIUNE  IN   SEPTEMBER,    I92O. 

The  company  submitted  detailed  exhibits,  showing  the  actual 
cost  of  operation  for  the  first  seven  months  of  1920  on  a  basis 
of  600  B.  t.  u.  gas  furnished  and  an  estimate  of  the  cost  of 
operating  expenses  for  the  last  five  months  of  1920  on  the 
basis  of  525  B.  t.  u.  gas  standard.  These  two  figures  are  brought 
together  in  Table  I,  not  in  accordance  with  the  classification  of 
accounts,  but  grouped  ynder  the  heads  of  the  cost  of  fuel,  gas 
oil,  labor  and  other  expenses  and  taxes. 

TABLE  I. 

ESTIMATED  COST  OF  GAS  FOR  ENSUING  YEAR  AT  PRICES  PREVAILING  IN  SEPTEMBER, 
1920.  IN  THIS  ESTIMATE  THE  GAS  MADE  IN  THE  FIRST  SEVEN  MONTHS  IS  OF 
600  B.  T.  U.  QUALITY  AND  IN  THE  LAST  FIVE  MONTHS  IS  OF  525  B.  T.  U. 
QUALITY. 

Per  M.  Cu.  Ft. 

Year.  Sold. 

Coal,  bituminous, $21,039  $0.0600 

Coal,  anthracite, 84,274  0.2401 

Gas  Oil,  203,584  0.5800 

Labor,  108,340  0.3087 

Other  Expenses  and  Taxes 154476  04401 

$571,713  $1.6289 

8%  Return  on  $1,375,200  is, 110,016  0.3134 

Total  Revenue  Required $681,729  $i-9423 

Estimated  Operating  Revenue  at  present  rates,  . ..       516,774  14724 

Deficiency  from  8%  Return, $i64,955  $04699 

Table  I  indicates,  under  present  conditions  and  with  gas  oil  as 
actually  used  for  the  first  seven  months  of  the  year  and  a  reduction 
of  approximately  one  gallon  per  thousand  cubic  feet  during-  the 
last  five  months,  the  cost  to  aggregate  $571,713  or  $1.6289 
per  thousand  cubic  feet.  Adding  thereto  eight  per  cent,  return 
on  $1,375,200  increases  the  total  revenue  required  by  $110,016 
(or  $0.3134  per  thousand  cubic  feet),  to  $681,729  or  $1.9423  on 
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the  supposition  that  600  B.  t.  u.  gas  was  furnished  during  the 
first  seven  months  of  the  year.  Estimating  the  operating  rev- 
enue under  present  rates  at  $516,774  ($1.4724  per  thousand 
cubic  feet)  would  indicate  a  deficiency  from  an  eight  per  cent, 
return  of  $164,955  or  about  forty-seven  cents  per  thousand  cubic 
feet.  If  the  calculations  for  the  first  seven  months  of  the  year  be 
corrected  to  correspond  to  a  standard  of  525  B.  t.  u.  it  would 
reduce  the  average  cost  of  gas  for  the  year  about  $1.86  or 
approximately  fifty-one  cents  above  the  present  net  base  rate. 
The  company,  however,  will  receive  certain  miscellaneous  rev- 
enue which  for  1919  aggregated  $7,300;  moreover,  the  increases 
prop>osed  do  not  take  into  account  any  increase  in  the  price 
for  municipal  street  lighting.  This  would  reduce  the  average 
rate  to  be  charged  to  slightly  under  $1.75.  To  provide  for  the 
wholesale  discounts,  however,  the  base  rate  indicated  approxi- 
mates $1.75  or  an  increase  of  fifty  cents  over  the  base  rate  as 
fixed  by  the  Board  in  its  report  of  July  25,  191 1. 

An  examination  of  the  rate  schedules  of  gas  utilities'  serving 
gas  under  similar  circumstances  in  the  immediate  vicinity  of 
the  territory  served  by  the  petitioner  indicates  that  the  rates 
herein  petitioned  for  are  fairly  consistent  with  the  schedules 
of  such  adjacent  utilities.  With  this  record  before  it,  it  would 
api>ear  that  the  increase  asked  for  by  the  company  is  reasonable 
in  the  light  of  existing  costs  of  operation. 

ELKCTRIC  DEPARTMENT. 

The  addition  of  five  cents  per  kilowatt  hour  to  the  base  rate 
of  fifteen  cents  i>er  kiIo\S^att  hour,  petitioned  for,  would  make 
an  aggregate  rate  of  twenty  cents  per  kilowatt  hour.  An  ex- 
amination of  the  schedules  of  other  utilities  in  the  State  of  ap- 
proximately the  same  size  and  serving  its  customers  in  approxi- 
mately the  same  manner  indicates  that  there  is  no  company  in 
the  State  which  has  petitioned  for  or  been  granted  so  high  a 
rate  as  twenty  cents  a  kilowatt  hour.  .  One  adjacent  electric 
company  serves  its  domestic  customers  at  a  rate  of  twelve  cents, 
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this  rate  having  been  fixed  by  this  Board  within  the  past  few 
months;  another  utility  supplies  electrical  energy  to  its  domestic 
customers  at  the  rate  of  sixteen  cents  gross  with  a  five  per  cent, 
discount,  which  makes  the  net  rate  approximately  fifteen  cents, 
which  is  lower  than  the  rate  of  sixteen  cents  net  now  in  eflfect 
in  the  territory  of  the  petitioner. 

In  view  of  the  above  facts  it  appears  to  the  Board  that  the 
conditions  under  which  this  company  generates  electricity  are 
not  as  favorable  to  efficient  operation  as  is  the  case  with  other 
companies  located  in  adjacent  territory.  In  view  of  the  con- 
siderably higher  basis  of  cost  to  this  company  as  compared  with 
others  in  adjacent  territory,  the  Board  believes  that,  in  the 
interest  of  the  public,  negotiations  should  be  entered  into  by 
which  this  company  might  in  the  end  purchase  electrical  energy 
from  some  one  of  the  companies  where  generating  costs  are 
lower,  to  the  end  that  the  customers  of  the  company  may  be 
served  at  rates  more  nearly  comparable  with  those  effective 
under  more  favorable  conditions. 

The  Board  therefore  recommends  that  it  enter  into  negotia- 
tions with  one  or  another  of  the  adjacent  companies  which 
might  lead  to  the  purchase  of  electrical  energy  under  more 
favorable  conditions  than  it  now  ajypears  it  can  be  manufactured 
by  the  Consolidated  Gas  Company.  The  Board  believes  that 
this  can  be  done  to  the  advantage  of  both  the  petitioner  and 
such  other  utility  by  reason  of  the  improved  load  factor  and  the 
lowering  of  manufacturing  costs  by  the  consolidated  loads. 

With  respefct  to  the  electric  rates,  for  reasons  hereinbefore 
recited,  the  Board  will  dismiss  the  petition. 

CONCLUSIONS. 

With  respect  to  the  proposed  increase  in  rates  for  gas,  the 
Board  finds  and  determines: 

(i)  That  the  net  rate  schedule  petitioned  for  is  just  and 
reasonable  under  existing  conditions,  but  the  Board,  not  ai>- 
proving  of  the  continuation  of  the  prompt  payment  discount, 
will  dismiss  the  petition. 
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(2)  That  the  company  may  file  the  following  schedule  of 
rates,  effective  for  gas  consumed  between  the  usual  meter  read- 
ings in  September  and  in  October,  1920  (usually  known  as  the 
October  sales),  viz. : 

For  the  first   10,000  cubic  feet  consumed  monthly, $1.75  net. 

For  the  next  40,000  cubic  feet  consumed  monthly,  ....     1.65  net 
For  all  over   50,000  cubic  feet  consumed  monthly, 1.50  net 

(3)  Acceptance  by  the  company  of  the  increase  herein  al- 
lowed will  be  taken  as  a  stipulation  that  abrogation  or  modifica- 
tion of  the  emergency  increase  in  rates  may  be  made  as  and  if 
conditions  as  indicated  by  operating  results  both  as  to  revenue 
and  the  character  of  the  service  rendered  warrant. 

(4)  Beginning  at  the  effective  date  of  the  rates  herein  al- 
lowed, the  company  shall  render  to  the  Board  monthly  reports. 
These  rei>orts  are  to  show  the  Operating  Revenues,  Operating 
Deductions,  excluding  Amortization,  Non-Operating  Income,  In- 
come Deductions  and  balance  available  for  General  Amortization, 
Dividends  and  Surplus,  and  also  the  amount  appropriated  for 
General  Amortization,  together  with  a  comparison  with  the 
figures  for  the  corresponding  period  of  the  preceding  year.  This 
statement  may  preferably  follow  the  form  shown  in  the  annual 
report  for  gas  utilities  (page  21,  Income  Statement;  22,  lines 
I  to  II,  Operating  Revenues;  26,  lines  27  to  37,  with  amount 
appropriated  for  Amortization,  Account  495,  stated  separately 
under  VI).  And  the  Board  will  retain  jurisdiction  of  the 
emergency  increase  as  herein  approved  for  the  purpose  of  modi- 
fying same  as  and  if  the  conditions  change. 

Dated  September  22,  1920. 


No.  840. 

In  the  Matter  of  the  Application  of  the- Atlantic  City 
Gas  Company  for  Further  Increase  in  Rates. 

I.  Total  operating  revenues  of  approximately  $1,348,000  are  found  to  bo 
necessary  to  support  expenditures  for  the  use  of  capital  on  the  basis  assumed 
by  the  Board,  instead  of  $1,432,878,  as  claimed  by  the  petitioner. 
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2.  This  is  held  to  justify  a  net  base  rate  to  domestic  consumers  of  $1.50 
and  allow  sufficient  leeway  for  wholesale  discounts  and  certain  increases  in 
coal  and  labor. 

3.  A  gross  price  of  $1.60  per  thousand  cubic  feet  is  fixed  as  a  base,  with  a 
discount  of  ten  cents  per  thousand  cubic  feet  of  gas  consumed  on  all  bills  paid 
within  ten  days  after  the  same  shall  have  been  actually  rendered. 

Joseph  A,  Slattery  and  Bmerson  Ridtards,  for  Petitioner. 
Joseph  B.  Perskie  and  Bdward  L.  Bader^  for  Atlantic  City. 
Carlton  Godfrey,  for  Property  Owners. 

The  petition  alleges : 

That,  under  the  date  of  October  10,  1918,  application  was 
made  to  this  Board  for  approval  of  increase  in  rates  for  gras 
served  to  the  customers  of  the  petitioner,  and,  under  date  of 
January  9,  1919,  an  order  was  made  by  this  Board  authorizing- 
the  petitioner  to  file  a  schedule  of  rates  as  follows:  "To  the 
schedule  of  rates  of  the  Atlantic  City  Gas  Company,  in  force 
prior  to  June  26,  191 8,  there  shall  be  added  a  schedule  of  emer- 
gency rates,  as  follows :  (a)  Graduated  Fixed  Service  Charge 
(in  addition  to  a  charge  for  the  gas  actually  consumed).  For 
three-  and  five-light  meters,  the  fixed  service  charge  shall  be  25 
cents  per  month  for  each  connected  customers.  For  each  one- 
light  increase  in  capacity  above  five-light,  add  one  cent  per 
light  capacity,  (b)  An  emergency  surcharge  at  the  rate  of 
25  cents  per  thousand  cubic  feet  of  metered  gas  consumed  shall 
be  added  to  the  schedule  of  rates  in  force  prior  to  June  26,  1918." 

That  the  base  rate  in  force  prior  to  June  26,  1918,  to  which 
these  increases  were  added,  was  90  cents  per  thousand  cubic  feet : 

That  substantial  increases  in  operating  expenses  will  commence 
September  i,  1920,  due  principally  to  higher  costs  for  oil  and 
coal  under  new  contracts,  which  became  effective  as  of  that 
date.  That  there  will  be  further  increases  in  franchise  tax  and 
gross  receipts  tax,  which  are  based  on  the  total  revenue  received : 

That  under  present  rates  there  is  received  from  the  graduated 
meter  service  charge  .0588  per  thousand  cubic  feet  and  if  said 
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charge  is  kept  in  effect,  the  net  charge  for  gas  should  be  at  the 
rate  of  not  less  than  $1.55  per  thousand  cubic  feet,  or  if  same  is 
eliminated,  the  net  price  should  be  $1.60  per  thousand  cubic  feet: 
That  it  is  necessary  that  said  rates  should  be  put  into  effect  as 
of  September  i,  1920,  to  enable  the  company  to  function  and 
continue  to  furnish  service  to  its  consumers. 

The  representatives  of  the  municipalities  and  the  public  at  large 
were  duly  notified  of  the  fact  that  a  hearing  would  be  held  on  this 
petition,  the  time  and  place  being  given  in  the  notice. 

Preliminary  to  the  introduction  of  testimony,  Mr.  Godfrey 
made  the  following  statement : 

"Mr.  Godfrey — I  think  at  this  time,  if  I  made  a 
short  statement  much  timfe  would  be  saved  in  the  hear- 
ing. On  a  former  application  for  an  increase  in  rates 
by  the  Atlantic  City  Gas  Company,  you  remember  I 
appeared  in  opposition  to  the  action  for  the  application 
for  an  increase  in  rates  while  there  was  outstanding  a 
large  amount  of  stock,  which  we  alleged  was  water,  in 
a  holding  company. 

"In  the  order  made  by  the  Commission,  the  Commis- 
sion required  that  stock  to  be  cancelled,  and  the  com- 
pany at  that  time  here  agreed  that  it  should  be  can- 
celled.   ^ 

"I  am  here  to  say  to  the  Commission  that  those  pro- 
ceedings are  now  pending  by  the  company  having  that 
in  view,  and  they  have  been  working  in  a  manner  that 
I  believe  to  be  bona  fide,  and  that  will  result  in  that 
stock  all  being  cancelled  in  accordance  with  the  order 
of  the  Commission. 

"My  own  clients,  consisting  of  a  considerably  large 
number  of  property  owners,  consumers  in  Atlantic  City 
and  certain  bondholders  of  the  company,  have  no  fight 
over  such  disposition  as  the  Commission  may  make  of 
the  rate.  In  other  words,  we  believe  that  this  will  fix 
a  fair  rate,  and  that  is  all  they  ask  for.    They  do  ask 
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that  if  the  cost  of  producing  gas  should  be  lower  at 
some  future  time,  they  may  come  and  make  a  reduction 
in  the  rate.  I  assume  that  is  always  so."  (Test.,  p.  4, 
Sept.  8,  1920.) 
At  the  conclusion  of  Mr.  Godfrey's  remarks,  Mayor  Bader 
made- the  following  statement : 

"I  think  it  might  not  be  amiss  at  this  time  for  a  state- 
ment to  be  made  to  show  to  the  Commission  just  what 
the  position  of  the  City  of  Atlantic  City  is  on  the  Gov- 
ernmental side  of  the  question  now  before  the  Commis- 
sion. 

*'At  one  of  the  public  meetings  held  last  Thursday, 
or  a  week  ago  last  Thursday,  a  resolution  was  passed 
by  the  Commissioners,  directing  the  Legal  Department 
of  the  city  to  appear  before  your  body  and  take  this 
stand,  as  I  understand  it:  That  we,  of  course,  have 
every  confidence  in  the  judgment  and  in  the  wisdom 
of  this  Commission,  that  they  will  only  make  an  in- 
crease if  the  facts  presented  to  it  will  warrant  an  in- 
crease. Whatever  the  action  of  this  Commission  may 
be,  they  seriously  object  to  the  twenty-five  cent  meter 
charge  and  war  service  charge.  In  the  first  place,  it 
works  out  an  injury  on  the  small  consumers,  and  in 
the  second  place,  it  created  a  wrong  impression  in  the 
minds  of  the  public,  which  can  be  eradicated  by  a 
straight  charge.  It  takes  a  bookkeeper  to  figure  out 
your  gas  bill  when  you  get  it,  and  we  feel  a  great  deal 
of  the  complaints  that  come  to  the  Mayor  and  the  Com- 
missioners are  by  reason  of  that  charge.  We  believe 
that  this  Commission,  after  hearing  the  testimony,  if 
they  feel  the  Gas  Company  is  entitled  to  an  increase, 
of  course,  we  are  not  in  a  position  to  object,  we  don't 
know  anything  about  the  figures' and  we  have  every  con- 
fidence the  Commission  will  not  grant  an  increase  un- 
less it  is  warranted. 
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"Whatever  the  order  be,  we  ask  that  it  be  a  straight 

charge;  if  you  think  it  should  be  $1.25,  that  it  be  $1.25 

without  a  meter  charge  and  without  a  service  charge; 

we  believe  that  works  inequitably  and  brings  a  great 

deal  of  complaint  from  the  inhabitants  of  Atlantic  City 

who  use  gas." 

At  the  conclusion  of  the  discussion  called  forth  by  Mayor 

Bader's  remarks,  it  became  apparent  that  both  the  company  and 

the  municipalities  would  prefer  to  have  a  form  of  rate  for  gas 

which  does  not  include  a  surcharge  in  addition  to  the  base  rate 

plus  a  monthly  service  charge  based  on  the  size  of  the  meter. 

The  company's  witness  introduced  considerable  data  showing 
the  result  of  past  operations,  the  result  of  operations  for  the  year 
ending  June  30,  1920,  the  increases  which  would  be  effective  in 
September  and  subsequently  submitted  an  income  statement  show- 
ing an  estimate  of  the  income  account  for  the  year  beginning 
September  i,  1920,  if  the  Board  granted  the  proposed  increases 
in  rates. 

OPERATING  EXPENSES  AND  TAXES. 

During  the  course  of  the  hearing  the  company's  representative 
submitted  contracts  showing  prices  for  coal  and  oil.  At  the* 
present  time  the  company  is  paying  for  boiler  fuel  (bituminous 
coal)  at  the  rate  of  approximately  $7.75  a  net  ton,  which  coal  cost 
at  the  rate  of  $3.89  a  ton  in  1916.  Its  generator  fuel  (anthracite 
coal)  now  costs  the  company  approximately  $11.64,  whereas  in 
1916  the  same  fuel  cost  $5.89.  Gas  oil  is  now  costing  the  com- 
pany approximately  14.93  cents,  whereas  this  oil  in  191 6  cost 
substantially  three  cents.  As  the  gas  generated  by  this  company 
is  essentially  a  fuel,  the  increase  in  cost  of  the  above  enumerated 
fuels  must  necessarily  be  reflected  in  the  cost  to  the  company 
of  the  finished  product.  The  company's  witness  submitted  a  de- 
tailed estimate  of  the  cost  of  furnishing  gas  based  on  sales  of 
914,000  M.  cubic  feet  for  the  year  beginning  September  i,  1920. 
This  statement  has  been  checked  and  condensed,  and,  together 
with  the  amount  found  to  be  reasonable  by  the  Board,  is  set  forth 
in  Table  I,  which  follows : 
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TABLE  I. 

CONDENSED    STATEMENT    SHOWING    OPERATING    EXPENSES    FOR    THE    YEAR    ENDING 
SEPT.   I,  I92I,  AS  ESTIMATED  BY  THE  COMPANY  AND  AS  FOUND  BY  THE  BOARD. 

Company's  As  Found  by 

Estimate.  the  Board. 

Boiler  Fuel $4i,7i4       $0.0456  $41,714       $0.0456 

Generator  Fuel, I7i»746        0.1879  193,214         0.2114 

Oil,    426,278         04664  383,650        04196 

Other  Expenses,  less  Resid- 
uals Cr.,   80,568         0.0881  80,568         0.0882 

I.  Total    Production    Expenses 

(Net),    $720,306  $0.7880  $699,146  $0.7648 

II.  Transmission   and   Distribu- 
tion,      71,160  0.0779  71,160  0.0779 

IV.  Commercial,    52,013  0.0569  52,013  0.0569 

V.  New  Business,    9472  0.0104  9472  0.0104 

Via.  General  and  Miscellaneous,.  58,749  0.0643  58,749  0.0643 
VIb.  General    and    Miscellaneous 

Amortization,    54.840  0.0600  54,840  0.0600 

Total      Operating      Ex- 
penses,       $966,540  $1.0575  $945,380  $1.0343 

Taxes,  Franchise  and  Gross 

Rec,   112,524  0.1231  105,878  0.1159 

Taxes,  Other,   19,522  0.0213  19,522  0.0213 

Uncollectible  Bills,    7,200  0.0079  7,20O  0.0079 

Total    Revenue    Deduc- 
tions,      $1,105,786       $1.2098      $1,077,980       $1.1794 

Gas  Sold,  M.  cu.  ft., $914,000     

The  principal  differences  between  the  estimate  as  furnished  by 
the  company  in  Table  I  and  as  found  by  the  Board  are  to  be 
found  in  the  items  of  generator  fuel,  oil  and  the  adjustment  in 
franchise  and  gross  receipts  taxes,  resultant  upon  the  changed 
total  operating  revenue  estimated  to  be  collected  by  the  company 
for  the  ensuing  year.  The  company's  witness  stated  that  in  order 
to  produce  a  600  B.  t.  u.  gas  required  3.46  gallons  of  gas  oil, 
whereas  the  estimate  shown  in  Table  I,  on  the  basis  of  a  525 
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B.  t.  u.  gas,  was  prepared  on  the  assumption  that  the  reduction 
would  be  to  three  gallons  per  thousand  cubic  feet.  The  Board 
thinks  this  reduction  is  not  consistent  with  the  facts  as  known  by 
the  Board  and  with  testimony  introduced  in  other  cases  and 
adopts  the  figure  of  2.75  gallons  per  thousand  cubic  feet  under 
conditions  in  applicant's  plant.  This  results  in  an  increase  in  the 
amount  of  generator  fuel  to  supply  the  gas  not  otherwise  supplied 
by  the  additional  one-quarter  of  a  gallon  of  oil  per  thousand 
cubic  feet.  The  franchise  and  gross  receipts  taxes  are  based  on 
the  total  revenue  as  hereinafter  found  in  Table  II  and  the  per- 
centage for  computing  same  is  the  same  as  that  shown  by  the 
witness  in  the  record  (i.  e.,  $0.078537). 

REVENUE   REQUIRED  UNDER  EXISTING  CONDITIONS. 

As  a  return  upon  capital  the  Board  will  assume,  in  the  absence 
of  more  positive  proof,  that  the  company  is  entitled  to  its  fixed 
charges  and  to  eight  per  cent,  on  its  capital  stock  of  $1,000,000 
outstanding.  The  sum  of  these  items,  together  with  the  total 
revenue  deductions  as  shown  in  Table  I,  as  found  by  the  Board, 
will  be  brought  together  and  shown  in  Table  II,  which  follows : 

REVENUE  REQUIRED  TO  PAY  THE  OPERATING  EXPENSES,  TAXES,  FIXED  CHARGES  AND 
EIGHT  PER  CENT  ON  CAPITAL  STOCK  DURING  THE  YEAR  ENDING  SEPT.    I,    I92I. 

Per  M.  cu. 
Amount.  ft.  Sold. 

Operating  Expenses  and  Taxes  (Table  I). $1,077,980  $11794 

Interest  and  Fixed  Charges- 
Bond   Interest,    $168,700  

Interest  on  Notes,  i6,954  

Interest  on   Additional   Cost  of   Coal 

ancl  Oil  in  Stock,  4,4io  


Sub-total,    $190,064 

%  on  Stock 80,000 


Total  for  use  of  property 270,064  0.2955 


Total,   $1,348,044  $i.4;40 
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Table  II  indicates  that  total  operating  revenue  of  approxi- 
mately $1,348,000  is  necessary  to  support  the  expenditures  for 
the  use  of  capital  on  the  basis  assumed  by  the  Board  instead  of 
$1,432,878  as  claimed  by  the  petitioner.  The  company  usually 
collects  some  $5,000  or  $10,000  from  miscellaneous  sales  and 
certain  of  its  estimates  shown  in  Table  I  are  fairly  liberal  so 
that  the  event  may  prove  them  to  be  slightly  in  excess  of  the 
amounts  which  will  actually  be  paid  during  the  coming  year. 
These  slight  reductions  from  the  ceverage  rate  of  $1.4749  will 
enable  the  company  to  make  a  net  base  rate  to  domestic  con- 
sumers of  $1.50  and  at  the  same  time  allow  sufficient  leeway  for 
wholesale  discounts  and  certain  increases  in  coal  and  labor.  The 
prompt  payment  discount  of  ten  cents  allowed  the  first  block  of 
gas,  which  is  that  usually  known  as  domestic  gas,  brings  the 
gross  rate  to  $1.60,  which  is  ten  cents  less  than  that  petitioned 
for  by  the  company.  It  is  evident,  then,  from  these  facts  that 
the  company  has  been  over-liberal  in  its  estimates  of  its  required 
revenue. 

CONCLUSIONS. 

The  Board  therefore  finds  and  determines: 

( 1 )  That  the  petition  should  be  and  is  hereby  dismissed. 

(2)  That  the  company  may  file  the  following  schedule  of 
rates,  effective  for  gas  consumed  between  the  usual  meter  read- 
ings in  September  and  in  October,  1920  (usually  known  as  the 
October  sales),  viz.: 

The  gross  price  of  gas  is  at  the  rate  of  $1.60  per  thousand 
cubic  feet. 

Discount.  A  discount  of  ten  cents  per  thousand  cubic  feet 
of  gas  consumed  will  be  allowed  on  all  bills  paid  within  ten 
days  after  the  same  shall  actually  have  been  rendered.  Each 
consumer  whose  total  consumption  of  gas  at  any  individual 
place  of  business  for  twelve  consecutive  months  ending  June  30 
shall  exceed  any  of  the  quantities  hereinafter  specified,  and  whose 
total  consumption  between  September  30  and  June  30  of  the 
said  twelve  consecutive  months  shall  equal  fifty  per  cent,  of  the 
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amount  paid  on  which  discount  is  claimed  and  who  shall  have 
paid  all  bills  rendered  during  the  said  twelve  consecutive  months 
within  the  discount  period  each  month,  shall  be  entitled  at  the  end 
of  said  twelve  consecutive  months  to  a  refund  to  be  paid  by  the 
company  at  the  following  rates  in  addition  to  the  ten  per  cent, 
discount  regularly  allowed  on  monthly  bills. 

For  excess  over  600,000  cubic  feet,  five  cents  per  thousand  cubic  feet; 

For  excess  over  900,000  cubic  feet,  an  additional  five  cents  per  thousand 

cubic  feet ; 
For  excess  over  1,200,000  cubic  feet,  an  additional  ten  cents  per  thousand 

cubic  feet; 
For  excess  over  1,800,000  cubic  feet,  an  additional  ten  cents  per  thousand 

cubic  feet. 
The  above  discounts  not  to  be  allowed  unless  one-half  of  the  total  con- 
sumption is  exclusive  of  the  summer  months,  that  is,  between  September  30 
and  June  30. 

(3)  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  condi- 
tions as  indicated  by  operating  results  both  as  to  revenue  and  the 
character  of  service  rendered  warrant. 

(4)  Beginning  at  the  effective  date  of  the  rates  herein  allowed, 
the  company  shall  render  to  the  Board  monthly  reports.  These 
reports  are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Non-Operating  Income,  Income 
Deductions  and  balance  available  for  General  Amortization, 
EHvidends  and  Surplus,  and  also  the  amount  appropriated  for 
General  Amortization,  together  with  a  comparison  with  the 
figures  for  the  corresponding  period  of  the  preceding  year.  This 
statement  may  preferably  follow  the  form  shown  in  the  annual 
report  for  gas  utilities  (page  21,  Income  Statement;  22,  lines 
I  to  II,  Operating  Revenues;  26,  lines  27  to  37,  with  amount 
appropriated  for  Amortization,  Account  495,  stated  separately 
under  VI).  And  the  Board  will  retain  jurisdiction  of  the 
emergency  increase  as  herein  approved  for  the  purpose  of  modi- 
fying same  as  and  if  the  conditions  change. 

Dated  September  23,  1920. 
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No,  841. 
Boundary  Realty  Company 

Hackensack  Water  Company. 

1.  When  an  extension  of  the  facilities  of  a  public  utility  is  desired  and  it 
appears  that  the  revenue  from  the  extension  at  the  regular  rates  would  be 
insufficient  to  warrant  making  it,  it  has  been  uniformly  held  that  some  form 
of  extension  agreement  to  assure  a  sufficient  revenue  may  be  exacted. 

2.  The  courts  of  our  State  do  not  require  bonds  of  surety  companies  in  the 
numerous  and  various  guarantees  on  which  they  are  called  to  pass. 

3.  Recommendation  is  made  that  the  company  make  the  extension  wanted 
upon  the  petitioner  entering  into  a  bond  in  the  usual  form  with  at  least  one 
and  not  more  than  two  freeholders  in  the  county  of  Bergen  as  sureties  in  the 
sum  of  $250  in  accordance  with  the  "Application  and  Agreement  for  Exten- 
sion*' regularly  used  by  the  Hackensack  Water  Company  (excepting  the 
requirement  of  a  surety  bond)  to  terminate  on  or  before  December  31,  1926. 

William  B.  Mackay,  for  the  Complainant. 
William  M,  Wherry,  Jr.,  for  the  Respondent. 

The  Boundary  Realty  Company  is  a  corporation  organized 
under  the  laws  of  the  State  of  New  York  and  duly  authorized 
to  do  business  within  the  State  of  New  Jersey.  It  filed  a  com- 
plaint setting  forth  it  is  the  owner  of  considerable  real  estate  in 
the  Township  of  New  Barbadoes,  in  Bergen  County,  and  is  now 
erecting  a  dwelling  house  on  Prospect  Avenue,  the  complaint 
being  amended  at  the  hearing  to  include  another  dwelling  on  the 
same  avenue ;  that  application  has  been  made  to  the  Hackensack 
Water  Company  to  supply  water  for  the  said  dwelling  houses, 
and  that  the  company  refuses  such  service  unless  certain  guar- 
antees of  revenue  which  it  considers  unreasonable  are  given. 

The  matter  was  heard  at  Newark  on  September  16,  1920. 

The  complainant  submitted  no  detailed  estimate  of  the  cost  of 
the  extension  necessary  to  furnish  the  service  desired.  There 
were,  however,  offered  in  evidence  several  letters  from  the 
water  company  to  the  complainant,  giving  an  estimate  of  costs. 
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It  was  agreed  that  the  estimate  so  submitted  by  the  water  com- 
pany should  be  accepted  for  the  pending  matter. 

The  present  main  of  the  water  company  ends  in  Prospect  Ave- 
nue a  short  distance  north  of  the  intersection  of  Prospect  Avenue 
with  Sutton  Avenue.  The  company  estimates  that  the  proposed 
extension  to  the  first  dwelling  originally  applied  for  would  re- 
quire 120  feet  of  pipe  and  to  reach  the  second  house  would  re- 
quire y2  feet  additional,  or  192  feet  of  pipe  for  both.  The 
cost  of  the  120  feet  would  be  $280  and  of  the  192  feet,  $449. 
The  revenue  which  would  have  to  be  derived  from  the  extension 
to  pay  the  proportion  of  the  fixed  charges  that  does  not  vary 
with  the  quantity  of  water  sold,  depreciation  and  a  7  per  cent, 
return  on  cost,  based  on  calculations  made  about  a  year  ago, 
equals  12  per  cent,  or  $33.60  per  annum  for  the  first  extension  and 
$53.88  for  both.  If  the  extensions  are  made  the  company  would 
appear  to  be  reasonably  entitled  to  these  revenues.  For  the  120 
feet  of  extension  the  inch  foot  charge  (fixed  by  the  Board) 
would  be  $3.74,  and  the  fixed  service  charge  on  the  house  would 
be  $4,  so  that  the  fixed  revenue  would  be  $7.74,  or  a  shortage 
of  $25.86.  On  the  basis  of  the  two  dwelling  houses,  the  inch 
foot  charge  derived  would  be  $5.99  and  the  fixed  charges  for 
the  two  houses,  $8,  making  $13.99,  or  a  shortage  of  $39.89. 

The  water  company  expressed  its  willingness  to  make  the  de- 
sired extension  on  guarantees  of  revenue  indicated  above,  but  in- 
sists that  the  complainant  (as  well  as  all  persons  desiring  exten- 
sions) shall  hereafter  furnish  a  bond  with  a  surety  company  as 
surety  for  the  performance  of  the  extension  obligation. 

It  appears  that  in  the  early  part  of  the  present  year  the  Hack- 
ensack Water  Company  adopted  a  rule  or  practice  in  matters  in- 
volving extensions  of  its  facilities  of  requiring  of  all  applicants 
a  surety  company  bond  instead  of  personal  sureties.  The  ques- 
tion now  submitted  to  the  Board  for  a  ruling  is  whether  the  rule 
or  practice  of  the  company  requiring  a  surety  company  bond 
(and  its  refusal  to  accept  any  other)  is  a  just  and  reasonable 
regulation. 
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When  an  extension  of  the  faciHties  of  a  public  utility  is  de- 
sired and  it  appears  that  the  revenue  from  the  extension  at  the 
regular  rates  would  be  insufficient  to  warrant  making  it,  it  has 
been  uniformly  held  that  some  form  of  an  extension  agreement 
to  assure  a  sufficient  revenue  may  be  exacted.  At  the  same  time 
those  desiring  service  should  not  be  put  to  more  inconvenience 
and  expense  than  is  necessary  to  assure  to  the  company  its  proper 
return. 

The  courts  of  our  State  do  not  require  bonds  of  surety  com- 
panies in  the  numerous  and  various  guaranties  on  which  they 
are  called  upon  to  pass. 

To  obtain  a  surety  bond  always  involves  considerable  expense, 
and  often  it  is  not  procurable  at  all  without  the  deposit  of  cash 
or  securities  with  the  surety  company.  Such  a  requirement  is 
unduly  burdensome  to  the  ordinary  consumer.  Banking  trans- 
actions involving  large  sums  of  money  are  daily  made  on  two- 
name  paper,  and  the  water  company  would  be  amply  protected 
if  it  required,  in  addition  to  the  applicant,  the  joining  of  one 
or  more  owners  of  real  estate  on  the  bond  with  the  usual  form 
of  qualifying  affidavit  attached. 

The  Board  finds  and  determines  that  the  rule  or  pactice 
of  the  company  permitting  only  a  surety  company  as  guarantor 
in  the  matter  under  discussion  is  an  arbitrary,  unjust  and  un- 
reasonable exaction,  and  recommends  that  the  extension  herein 
particularly  set  forth  be  made  upon  the  Boundary  Realty  Com- 
pany entering  into  a  bond  in  the  usual  form,  with  at  least  one 
and  not  more  than  two  freeholders  in  the  County  of  Bergen  as 
sureties,  in  the  penal  sum  of  $250,  in  accordance  with  the  "Appli- 
cation and  Agreement  for  Extension"  regularly  used  by  the  said 
Hackensack  Water  Company  (excepting  the  requirement  of  a 
surety  bond),  to  terminate  on  or  before  December  31,  1926. 

The  Board  einds  and  determines  that  the  said  extension 
would  be  reasonable  and  practicable,  and  would,  with  the  revenue 
guaranteed,  furnish  sufficient  business  to  justify  the  construction 
and  maintenance  of  the  same ;  and  further  detennines  from  the 
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last  annual  report  of  the  Hackensack  Water  Company,  filed 
with  the  Board  as  required  by  law,  that  its  financial  condition 
reasonably  warrants  the  original  expenditures  required  in  mak- 
ing and  operating  such  extension. 

Should  the  water  company  decline  to  make  the  extension  on 
the  terms  herein  indicated,  aK>lication  may  be  made  for  an  order 
requiring  the  same. 

Dated  September  28,   1920. 


No.  842. 

Mrs.  M.  E.  Lindenstruth 

Acquackanonk  Water  Company. 
Mrs.  M.  H.  Lindenstruth,  in  Person. 
A,  W,  Cuddebach,  for  Respondent. 

The  petitioner  in  this  proceeding  complains  of  the  refusal  of 
the  Acquackanonk  Water  Company  to  supply  service.  It  appears 
that  the  cc«nplainant  was  formerly  a  customer  of  the  company; 
that  she  refused  to  pay  bills  in  excess  of  the  company's  minimum 
charge  for  service.  It  does  not  appear  that  the  company 
attempted  to  collect  from  the  complainant  any  money  to  which 
it  was  not  entitled.  The  action  of  the  complainant  in  ^ing  the 
charge  which  she  would  pay  and  in  refusing  to  pay  more  than 
the  minimimi  charge,  notwithstanding  the  lawfully  filed  rates 
of  the  company  for  the  service  rendered,  cannot  be  supported  by 
the  Board. 

If  the  complainant  will  pay  the  back  account  to  which  the  com- 
pany appears  to  be  entitled  and  will  make  a  reasonable  deposit 
as  a  guarantee  of  payment  for  the  service  to  be  rendered,  it  would 
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be  the  duty  of  the  company  to  connect  her  premises  and  supply 
water. 

Upon  the  record  before  it,  the  Board  will  not  order  the 
premises  connected  and  hereby  orders  the  complaint  dismissed. 

Dated  October  11,  1920. 


No.  843. 

Ralph  Hulse 

Public  Service  Gas  Company. 

1.  Application  is  made  to  require  a  gas  company  to  extend  its  facilities  and 
supply  service. 

2.  The  Board  is  not  satisfied  it  can  reasonably  order  the  extension  to  be 
made  without  a  guarantee  of  revenue  to  cover  the  cost  of  the  same. 

3.  It  would  not  be  unfair  to  those  for  whose  benefit  the  extension  would 
be  made  to  guarantee  an  annual  revenue  of  $156  for  a  minimum  period  of 
five  years,  the  guarantee  to  be  distributed  over  all  customers  in  an  equitable 
manner  as  they  are  added  to  the  line. 

Ralph  Hulse,  in  Person. 

L,  D.  H.  Gilmour,  for  Respondent. 

The  complainant  in  this  proceeding  submitted  to  the  Board  a 
copy  of  a  letter  written  to  him  by  the  Trenton  agent  of  the 
Public  Service  Gas  Company  which  related  to  an  application  for 
gas  connection  to  his  premises  on  Riverside  Avenue,  in  the  City 
of  Trenton.  The  letter  from  the  company's  agent  stated  that 
the  extension  would  be  run  upon  the  applicant  depositing  with 
the  company  $465. 

"At  the  end  of  each  year  for  five  years  after  the  fur- 
nishing of  service,  $93  or  20  per  cent,  of  the  amount 
deposited  will  be  refunded,  provided  that  50  per  cent, 
of  the  revenue  for  the  year  from  such  extension  shall 
exceed  $93.     In  case,  however,  50  per  cent,  of  the 
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'or  any  year  shall  be  less  than  $93,  then  the 
'hat  year  shall  be  equal  to  50  per  cent,  of 
-vm  the  extension. 

nent  of  the  fifth  installment  adjust- 
so  that  if  the  total  refund  for  the 
'e  basis  is  less  than  the  amount 
*  ^    *:^  alt  of  the  total  refund  shall  be  50 

p  -0  total  revenue  from  the  extension  for 

-ar  period,  but  not  in  excess  of  the  amount 
..ced." 
Interest  at  the  rate  of  6  per  cent,  per  anniun  on 
amounts  refunded  will  be  paid  at  the  time  refunds  are 
made." 
The  complainant  stated  that  the  company's  terms  were  not 
acceptable.  The  matter  was  referred  to  the  Board's  inspector, 
who  reported  that  on  June  25,  1919,  an  informal  complaint  was 
received  from  Mrs.  Dora  Van  Horn  Murray,  John  Mycock  and 
George  Mycock  in  reference  to  extending  the  company's  main 
on  Riverside  Avenue;  that  in  a  report  to  the  Board  dated  July 
18,  it  was  shown  that  in  order  to  furnish  service  to  the  com- 
plainants it  would  be  necessary  to  extend  the  existing  mains  for 
a  distance  of  480  feet ;  that  since  the  complaint  of  Mrs.  Murray 
et  al.  was  submitted  to  the  Board,  Mr.  Hulse,  the  complainant 
in  this  proceeding,  has  built  a  house  along  the  line  of  the  pro- 
posed extension,  so  that  there  are  now  four  houses  which  may 
be  supplied  from  the  extension  if  made.  He  estimated  that  the 
total  investment  of  the  company  required  for  the  extension  would 
be  $972 ;  that  the  cost  of  furnishing  the  service,  including  the 
manufactur  of  gas,  an  allowance  of  1.5  per  cent,  for  deprecia- 
tion, 1.2  per  cent,  for  taxes  and  6  per  cent,  interest,  would  be 
$156.20  annually.  He  recommended  that  if  the  four  customers 
who  could  be  supplied  from  the  extension  would  assure  the  com- 
pany an  annual  revenue  of  $156  for  a  minimum  period  of  five 
years,  that  the  extension  be  installed.  As  other  customers  are 
added  to  the  line,  the  guarantee  to  be  distributed  over  all  cus- 
tomers in  an  equitable  manner. 
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The  conclusion  of  the  inspector  was  unsatisfactory  to  the  com- 
plainant, who  asked  for  a  hearing.  The  power  of  the  Board  to 
order  extensions  is  limited  by  the  statute.  The  Board  has 
authority,  after  hearing,  to  order  a  public  utility. 

"To  establish,  construct,  maintain  and  operate  any 
reasonable  extension  of  its  existing  facilities,  where,  in 
the  judgment  of  said  Board,  such  extension  is  reason- 
able and  practicable  and  will  furnish  sufficient  business 
to  justify  the  construction  and  maintenance  of  the  same, 
and  when  the  financial  condition  of  the  said  public 
utility   reasonably  warrants  the  original  expenditure 
required  in  making  and  operating  such  extension.*' 
The  Board,  after  hearing,  is  not  satisfied  that  it  can  reasonably 
order  the  extension  to  be  made  without  a  guarantee  of  revenue 
to  cover  the  cost  of  the  same.    It  is  the  Board's  opinion  that  the 
estimate  of  its  inspector  is  reasonable  as  to  cost  and  that  it  would 
not  be  unfair  to  those  for  whose  benefit  the  extension  would  be 
made  to  guarantee  an  annual  revenue  of  $156  for  a  minimum 
period  of  five  years,  the  guarantee  to  be  distributed  over  all  cus- 
tomers in  an  equitable  manner  as  they  are  added  to  the  line. 
Upon  this  finding  the  complaint  will  be  dismissed. 
Dated  October  11,  1920. 


No.  844. 

In  the  Mattkr  of  the  Application  of  the  New  Egypt 
Light,  Heat,  Power  and  Water  Company,  on  Behalf 
OF  its  Lessor,  the  New  Egypt  Water  Company,  for 
Increased  Water  Rates. 

1.  The  value  of  the  property  of  a  water  company,  proposing  to  increase 
its  rates,  is  taken  at  $17,000. 

2.  A  schedule  of  rates  is  authorized,  calculated  to  provide  for  operating 
expenses,  taxes,  depreciation  and  a  return  of  six  per  cent,  on  the  valuation. 

3.  Rules  and  regulations  appljring  to  service  are  also  approved. 

John  Miers,  for  the  Petitioner. 
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Ernest  Stevens,  for  the  Residents  of  New  Egypt  and  Con- 
sumers. 

The  petition  alleges  : 

That  the  reason  for  the  proposed  increase  in  rates  and  for  the 
revision,  change  or  alteration  of  the  rules  and  regulations  con- 
cerning water  services  is  primarily  to  provide  additional  revenues 
made  necessary  by  advancing  costs  of  everything  used  by  the 
utility,  including  wages: 

That  the  present  revenues  of  the  company  have  not  proved 
sufficient  to  enable  the  company  to  provide  proper  amounts  for 
amortization  or  for  use  of  property : 

That  the  revision  of  the  rules  and  regulations  is  made  necessary 
by  the  fact  that  their  use  has  become  obsolete  and  are  not  suited 
to  the  business  of  the  company ; 

That  the  property  of  the  New  Egypt  Water  Company  has 
recently  been  appraised,  including  working  capital,  at  $17,000, 
by  a  representative  of  this  Board ; 

That  notice  of  the  need  of  the  company  to  increase  the  revenue 
from  water  service  and  revise,  change  and  alter  its  rules  and 
regulations  was  given  by  postal  card,  mailed  to  each  person  now 
a  water  consumer,  to  each  member  of  the  Township  Committee 
of  the  Township  of  Plumsted  and  to  each  member  of  the  Water 
Commission  and  also  by  publication  in  a  newspaper  printed  and 
published  in  the  locality  served. 

At  the  beginning  of  the  hearing  in  this  matter  it  was  stipulated 
that  the  rates  should  not  become  effective  until  passed  upon  by 
the  Board  and  proof  that  due  notice  had  been  given  of  the  hear- 
ing was  put  in  evidence. 

The  present  and  proposed  schedules  for  domestic  customers 
are  shown  in  Table  III.'  The  metered  rates  now  in  effect  are 
the  same  as  hereinafter  allowed,  except  that  the  minimum  bill  of 
$12  per  annum  includes  24,000  gallons  instead  of  30,000  gallons 
of  water. 

The  New  Egypt  Water  Company  is  leased  to  the  New  Egypt 
Light,  Heat,  Power  and  Water  Company  and  1,329  out  of  1,500 
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shares  of  capital  stock  are  owned  by  the  latter  company,  which 
operates  both  the  water  company  and  the  electric  company.  The 
agreement  by  which  the  latter  company  operates  the  petitioner's 
property  was  approved  by  the  Board. 

We  will  take  up  the  matter  of  increased  rates  first. 

valuation. 

A  member  of  the  Board's  engineering  staff  made  an  inventory 
of  the  property  of  the  company  and  applied  to  the  various  parts 
thereof  appropriate  unit  prices  related,  so  far  as  possible,  to  the 
cost  of  the  physical  capital.  To  this  was  added  appropriate  over- 
heads and  intangible  value  and  working  capital  based  on  present 
conditions.  A  brief  summary  of  this  valuation  is  shown  in 
Table  I. 

TABLE  I. 

VAI.UATION  OF  PROPERTY   Olf  THE   NEW   EGYPT   WATER  COMPANY    AS   OF  DECEMBER 

.    31,   I919. 

109  Springs  and  wells,  including  land,  $2,311 

124-5  Pumping  equipment,    1433 

128  Storage  tank  and  trestle,  including  land, 2,952 

129  Mains,  valves,  etc.,  8,184 

130  Services  as  paid  by  company, 759 

132  Hydrants, 2,008 

$17,647 
Overhead,  12.5  per  cent,  2,206 

$19^53 
Depreciation,  20  per  cent,  3»97i 

Present  value,  $15,882 

Organization,     •  • 1,000 

Cash,    500 

Unearned  depreciation,    

Total,   $17,382 

Taken  as   17,000 
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As  stated  in  the  petition,  the  depreciated  value  is  taken  in  round 
figures  as  $17,000.  According  to  the  company's  petition,  it  seeks 
to  earn  substantially  six  per  cent,  on  this  value  after  providing 
for  operating  expenses,  including  amortization  or  depreciation 
and  taxes  on  the  property  used  and  useful  in  the  water  service. 


OPERATING  EXPENSES,  DEPRECIATION  AND  TAXES. 

A  Study  of  the  annual  reports  of  the  water  company  and  the 
testimony  given  during  the  hearing  would  indicate  that  the  ex- 
penses of  the  company  as  shown  in  such  annual  reports  dp  not 
reflect  accurately  the  entire  expenses  being  incurred  by  the  water 
department  of  the  operating  company.  The  expenses  as  shown 
for  the  year  1919  are  set  forth  in  Table  II ;  and  in  parallel  column 
the  Board's  estimate  of  reasonable  expenses  and  taxes  for  the 
ensuing  year,  based  on  1919,  with  the  changes  indicated  by  the 
testimony  in  this  matter.  '^ 

TABLE  II. 

REVENUE   REQUIRED   TO   EARN    SIX    PER   CENT.    ON    VAI^UE   OF    PROPERTY   OVER    AND 
ABOVE  OPERATING  EXPENSES  AND  TAXES. 

1919-  J920,  Bsfd, 

Collection  and  Pumping  Expenses,  $851  $i,o75 

Maintenance  and  Repairs,   308  350 

Amortization  of  Depreciation, 170 

General  and  Miscellaneous,   228  230 

Operating  Expenses,    $1,387  $1,825 

Taxes  (heretofore  assigned  to  electric  department), 180 

Total  Revenue  Deductions,   $1,387  $2,005 

6%  on  $17,000,  value  of  property,  1,020 

Total  Revenue  as  Estimated,   $3,025 

Estimated  Revenue  from  Rates  Allowed $3,039 


Digitized  by 


Google 


39^  Board  of  Public  Utiuty  Commissioners. 

New  Egypt  Water  Co.—Rates. 

The  company's  witness  stated  that  wages  had  practically 
doubled  in  the  last  year  or  so.  This  increase  with  respect  to  the 
water  department  is  reflected  partly  in  the  increases  shown  for 
the  collection  and  pumping  expenses  and  partly  in  maintenance 
and  repairs.  The  company  has  been  making  no  appropriation 
for  depreciation,  but  asks  that  it  be  allowed  a  revenue  sufficient 
to  provide  for  this  purpose.  The  Board  takes  the  amount  of  $170 
as  being  sufficient  under  existing  condiitons. 

Heretofore  the  company  has  not  been  apportioning  the  taxes 
paid  by  the  lessee  light  company.  Inasmuch  as  the  petitioner 
uses  a  portion  of  the  property  upon  which  these  taxes  are  levied, 
it  seems  reasonable  that  the  taxes  appurtenant  to  such  property 
should  be  included  in  the  revenue  deductions  of  the  petitioner 
and  the  Board  assigns  substantially  one-third  of  the  taxes  in- 
curred by  the  lessee  company  to  the  water  department. 
,  The  total  of  the  revenue  deductions  as  taken  by  the  Board 
aggregate  $2,005.  Adding  to  this  the  sum  of  $1,020  for  return 
on  the  value  of  the  property,  gives  a  total  revenue  as  estimated 
and  required  of  $3.,025.  Applying  the  rates  as  allowed  and 
shown  in  Table  III  to  the  account  of  fixtures,  meters,  hydrants 
and  miscellaneous  items,  would  indicate  that  the  revenue  ex- 
pected from  the  rates  would  aggregate  $3,039,  which  is  substan- 
tially in  accord  with  the  revenue  acquired  in  the  above  estimate. 

The  schedule  of  rates  as  proposed  would  produce  more  than 
the  indicated  revenue.  A  modified  schedule,  computed  to  yield 
the  revenue  required,  was  applied  to  the  number  of  fixtures 
served,  obtained  by  an  actual  count  from  the  consumers'  ledger, 
with  the  result  given  in  Table  III  following : 
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TABLE  III. 

Present  Proposed  Allowed 

Schedule.  Schedule.  Schedule. 
Domestic  Flat  Rates. 

i6o  First  Sinks,   ©$5.00  $800  $8.00  $8.00  $1,280 

12  Second  Sinks,  @   2.00  24  3.00  2.50  30 

51  Bath  Tubs,    @   2.00  102  3.00  2.50  128 

70  Toilets  and  Urinals, @   2.00  140  3.00  2.50  175 

8  Laundry  Tubs,   @    i.oo  8  2.00*  1.50  12 

66  Wash  Stands,   @   i.oo  66  2.00  1.50  99 

37  Pave   Wash,    @   2.00  74  4.00  4-00  148 

3S  Outdoor  Fixtures,   @   2.00  66  z.oo  2.50  82 

3  Cellar     Pumps,     60     days' 

oper'n,    @   4.00  12  4.00  5.00  15 

15  Screw   Nozzles,    @  2.00  30  4.00  4.00  60 

I  Bar  Counter,  @  8.00  8  10.00  laoo  10 

$1,330  $2,039 

Miscellaneous   Items, 260  300 

$1,590  $2,339 

25  Fire  Hydrants ©15.00  387  20.00  20.00  500 

Metered  Service, 218  200 

$2,195  $3,039 

The  $300  given  for  miscellaneous  items  is  made  up  of  various 
special  fixtures  such  as  drinking  fountains  in  the  public  school, 
toilet  facilities  in  the  railroad  station  and  a  few  private  hydrants 
in  factory  yards.  With  respect  to  the  fire  hydrants,  it  is  proposed 
to  increase  the  charges  for  the  same  from  $15  to  $20  per  year. 

The  metered  service  revenue  consists  of  water  sold  to  the 
Canning  Factory  and  to  the  Union  Transportation  Company. 
These  consumers  have  their  own  supply  and  require  water  from 
the  public  supply  only  at  times  of  the  failure  of  their  private 
plant. 

The  company  alleges  that  a  number  of  customers  abuse  the 
privilege  of  using  water  for  sprinkling  purposes  to  the  extent 
of  using  it  almost  in  the  nature  of  irrigation  and  that  several 

^Additional  tubs,  $1.00  each. 
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of  its  customers  use  water  for  draining  cellars.  As  in  either 
case  a  very  large  amount  of  water  is  used,  it  is  recommendei> 
that  in  each  such  instance  the  company  install  a  meter  so  that 
customers  using  an  undue  amount  of  water  may  pay  for  same 
on  a  measured  basis. 

PROPOSED  RULES  AND  REGULATIONS. 

The  proposed  rules  and  regulations,  with  the  exceptions  noted 
below,  appear  to  be  proper  and  reasonable. 
The  exceptions  are  as  follows: 

Section  3   (g),  fifth  paragraph,  should  be  made  to  read  as 
follows : 

"The  company  concurring  therein,  the  customer  may 
elect  to  subscribe  for  flat  rate  service  and  may,  on 
notice  to  the  company  at  least  fifteen  days  before  the 
beginning  of  any  quarter,  and  the  payment  of  two 
dollars  to  cover  the  expense  of   installing  a   meter 
change  from  flat  to  measured  service.    For  the  original 
installation  of  meters  no  charge  shall  be  made." 
The  seventh  and  eighth  paragraphs  are  disapproved  in  their 
entirety  for  the  reason  that  they  are  contrary  to  the  "Rules^ 
Regulations  and  Recommendations  for  Water  Utilities,"  effective 
by  order  of  this  Board,  dated  February  13,  191 7,  as  shown  in 
Part  II,  VII,  Ownership  of  Meters,  which  reads  as  follows : 

"The  utility  shall,  without  charge,  furnish  and  install 
each  customer  supplied  with  water  on  a  measured 
basis,  with  a  suitable  meter  and  such  service  appliances 
as  are  customarily  furnished  by  the  utility  in  order  to 
connect  the  customer's  equipment  with  its  mains." 
The  company's  rule  requiring  a  deposit  contravenes  the  pur- 
pose of  the  above  quoted  rule  of  the  Board. 

In  Section  4,  paragraphs  one  and  two,  are  to  be  amended  to 
read  as  follows: 

'^Meters  shall  be  conveniently  located  at  the  point 
approved  by  the  company  so  as  to  control  the  entire 
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supply,  and  a  proper  place  and  protection  for  the  meter 
shall  be  provided  by  the  applicant.  A  straightway  stop 
cock  or  gate  valve  shall  be  placed  on  the  service  line 
on  the  street  side  of  and  near  the  meter  and  a  stop 
and  waste  cock  or  valve  on  the  other  side  of  the  meter. 
A  suitable  check  valve  may  be  placed  between  the  stop 
and  waste  cock  or  valve  and  the  meter  when  found 
necessary. 

"A  safety  valve  should  be  inserted  at  some  convenient 
point  on  the  house  piping  to  relieve  excess  pressure  due 
to  heating  water  whenever  a  check  valve  has  been 
foimd  necessary." 
The  Board  therefore  finds  and  determines : 
(i)  The  petition,  for  reasons  above  stated,  should  be  and  is 
hereby  dismissed. 

(2)  The  company  may  file  the  following  schedule  of  rates, 
efJective  as  of  November  i,  1920,  subject,  nevertheless,  to  the 
conditions   hereinafter  named,  viz.  : 

SCHEDULE  OF  METER  AND  ELAT  RATES. 

Water  rates  are  annual  charges  not  apportioned  after  the  year 
in  which  the  service  is  first  connected. 

METERS  AND  RATES   FOR   METERED  SERVICE. 

AH  meters  and  suitable  check  valves  for  use  therewith,  through 
which  water  is  supplied  customers,  will  be  furnished,  when  re- 
quired, and  owned  by  the  company. 

One-half  or  five-eighths  inch  meters,  twelve  ($12)  dollars  per 
year,  payable,  three  dollars  ($3)  per  quarter  (January  i,  April 
I,  July  I  and  October  i  in  each  year)  in  advance,  for  which  the 
use  of  six  thousand  (6,000)  gallons  of  water  will  be  allowed  in 
each  quarter.  All  water  used  in  excess  of  six  thousand  (6,000) 
gallons  per  quarter  will  be  charged  for  at  the  rate  of  forty  cents 
(40c.)  per  thousand  gallons. 
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Metered  services  may  be  billed  and  collected  quarterly  or 
monthly  at  the  option  of  the  company  and  when  collected  monthly 
the  quantity  consumed  in  each  of  the  first  two  months  of  the 
quarter  will  be  billed  in  full  and  the  adjustment,  with  reference 
to  the  minimiun  advance  payment,  will  be  made  at  the  end  of  the 
third  month. 

FLAT   RATES. 

All  rates  given  are  annual  rates,  payable,  (Mic-quarter  of  the 
total  fixtures  and  other  charges  for  each  separate  residence, 
apartment  and  business  premises,  quarterly  (January  i,  April 
I,  July  I  and  October  i  of  each  year)  in  advance. 

Private  Families: 

Cold  and/or  hot  water  to  first  fixture  or  first  tap, $8.00 

fixtures,  Etc.,  After  First, 

For  each  kitchen  sink, 2.50 

Bath  tub,  2.50 

Shower  bath  (whether  separate  fixture  or  attached  or  attachable 

to  other  fixtures), IJOO 

Stationary  wash  stand,  1.50 

Stationary  wash  tub,  first,  1.50 

Stationary  wash  tub,  each  additional,  1.50 

Water  closet,  self-closing  valve, 2.50 

Water  closet,  no  self-closing  valve, Prohibited 

Slop  sink, 2J0O 

Urinal,  self-closing  valve,  2.50 

Urinal,  no  self-closing  valve,  Prohibited 

Steam  or  hot  water  heater  in  and  used  to  heat  premises,  whether 

connected  to  water  system  or  not,  i.oo 

Screw  nozzle  on  house  fixture, 4.00 

-Wash  pans,  sill-cock,  hydrant  or  other  outside  fixture  or  outlet 
(except  at  barn  or  garage) — 

Plain  nozzle,  no  hose  used, : 2.00 

Screw  or  plain  nozzle,  hose  used, 4.00 

Stable  or  garage  tap — 

Two  head  of  stock  or  one  automobile, 2.50 

Each  additional  head  of  stock, .75 

Each  additional  automobile, i.oo 

No  garage  tap — 

For  each  automobile  kept  and/or  washed  on  premises, i.oo 

Automatic  cellar  pump  (approved  type) — 

Operating  less  than  60  days  in  year, 5.00 

Operating  more  than  60  days  in  year, To  be  metered 
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Other  Than  Private  Families: 

Stores   (except  kinds  hereinafter  otherwise  provided   for)    and 
offices — 

Same  as  private  families. 
Hotels,  year-rpund  boarding  houses,  lodging  houses  and  restau- 
rants— 
One  and  one-half  times  private  family  rates  and/or  fixture 
and  other  rates  given  below  that  may  apply. 
Summer  and/or  seasonal  (not  exceeding  fourteen  weeks  in  one 
3rear)  boarding  and  lodging  houses — 
One  and  one-quarter  times  private  family  rates,  and/or  fix- 
ture and  other  rates  given  below  that  may  apply. 
Bakeries,  ice  cream  saloons,  oyster  and  eating  saloons,  barber 
shops  and  drug  store — 

In  addition  to  private  family  rates, 5xx> 

and/or  fixture  and  other  rates  given  below  that  may  apply. 
Garage— Public- 
No  washing  except  of  cars  stored. 
One  and  one-half  times  private  family  rates. 
Number  of  cars  to  be  considered,  one-third  total  storage- 
capacity. 
Cars  washed  other  than  those  stored — 
Metered  service  only. 

Factories: 

One  and  one-half  times  private  family  rates. 
Laundry: 

Washing  at  private  residence  for  others  than  family  occupying 
same — 

In  addition  to  private  family  rate,  5.00 

Lau  ndry — Public : 

Metered  service  only. 

Bars-^oda,  Hotel,  Saloon: 

One  sink  in  or  used  with, to.oo 

Second  and/or  other  sinks, 5.00 

Beer  and/or  similar  pump,  10.00 

Soda  and  other  drink-mixing  machines, 6.00 

The  use  of  water  to  operate  fans,  washing  machines  or  other 
power  purposes, Prohibited 

No  flat-rate  connection  will  be  made  or  continued  for  less  than 
a  minimum  annual  rental  of  ten  dollars  ($10).  Flat-rate 
services  not  enumerated  will  be  subject  to  special  rates  to  be 
fixed  by  the  company  as  occasion  may  require. 


Digitized  by 


Google 


398  Board  of  Pubuc  Utiuty  Commissioners. 


New  Egypt  Water  Co.— Rates. 


RATES  FOR  WATER  FOR  BUIIJ>ING  PURPOSPS. 

All  applications  for  building  purposes  must  be.  signed  by  the 
builder  or  owner  and  shall  mean  that  the  water  is  to  be  used  only 
from  a  builder's  hydrant,  and  shall  not  be  introduced  into  any 
of  the  house  fixtures.  , 

Builders  desiring  water  for  building  purposes  shall  have  the 
option  of  taking  water  by  meter  or  at  flat  rates. 

If  water  for  building  purposes  is  taken  by  meter  a  deposit  of 
$15  must  be  made  to  insure  the  return  of  the  meter  in  good 
order.  The  cost  of  inspecting  and  repairing  the  meter,  plus  the 
charge  of  $2  for  installing  and  removing  the  meter,  will  be  de- 
ducted  from  the  deposit  of  $15  before  returning  the  balance  to 
the  builders. 

If  water  for  building  purposes  is  taken  at  flat  rates,  the  fol- 
lowing rates  are  for  water  for  the  construction  of  the  cellar 
walls  and  floors,  walls  above  cellar  and  plastering,  and  shall  not 
be  used  for  any  other  purpose  whatever. 

Frame  dwelling  house,  8  rooms  or  less, .* $5.00 

Frame  dwelling  house,  9  to  14  rooms, 8.00 

Brick,  stone,  pebble-dash  and  concrete  dwelling  house,  7  rooms  or  less,         7.00 

Brick,  stone,  pebble-dash  and  concrete  dwelling  house,  8  rooms, 9.00 

Brick,  stone,  pebble-dash  and  concrete  dwelling  house,  9  to  14  rooms,       12.00 
Part  frame  and  part  brick,  stone,  pebble-dash  or  concrete,  8  rooms  or 

less,  7.00 

Part  frame  and  part  brick,  stone,  pebble-dash  or  concrete,  9  to  14 

rooms,  10.00 

Concrete  stables  or  garages  20x15  feet  or  less,  5.00 

Concrete  stables  or  garages  over  20x15  feet  in  size, Meter  rate 

Concrete  house,  when  blocks  are  made  on  property, Meter  rate 

All  rooms  over  14  will  be  charged  for  at  the  rate  of  $1  for  each  room. 
For  halls,  churches,  schools,  stables,  etc.,  the  following  rates  will  be 

charged : 
For  stone  work,  2  cents  per  perch ;  for  brick  work,  5  cents  per 
1,000  bricks;  for  plastering,  5  cents  per  bushel  of  lime. 

Rates  for  the  use  of  water  not  enumerated  in  the  schedule  and  for  all 
special  purposes  will  be  fixed  and  determined  by  the  company. 
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General. 

No  charge  will  be  made  for  turning  on  the  water  for  an 
original  connection. 

When  water  has  been  turned  off  from  any  premises  upon  the 
written  order  of  the  customer,  or  for  the  violation  of  the  com- 
pany's rules,  a  charge  of  $1,  payable  in  advance,  will  be  made 
for  again  turning  on  the  water. 

The  charge  for  the  reinstallation  or  changing  of  a  meter  when 
removed  because  damaged  in  any  way,  due  to  negligence  of  cus- 
tomer, shall  be  $1  for  meters  i  inch  in  diameter  and  smaller, 
and  $2  per  inch  in  diameter  or  fraction  thereof  for  meters  larger 
than  I  inch,  which  charge  shall  include  testing  of  the  repaired 
meter. 

No  charge  will  be  made  for  replacing  a  meter  where  such 
replacement  is  requested  by  a  customer,  unless  the  meter  has 
been  in  use  less  than  one  year,  in  which  case  a  charge  of  $1  will 
be  made  for  a  meter  i  inch  in  diameter  and  smaller,  and  $2  per 
inch  in  diameter  or  fraction  thereof,  for  meters  larger  than  i 
inch,  which  charge  shall  include  testing  of  the  repaired  meter. 

When,  in  the  judgment  of  the  company,  the  advance  payment 
of  the  minimum  charge  is  not  sufficient  to  properly  protect  the 
company  against  loss,  the  company  reserves  the  right  to  require 
a  reasonable  deposit  in  addition  thereto — said  deposit  to  be  re- 
funded when  the  customer  ceases  to  take  water  from  the  com- 
pany, and  all  bills  are  paid.  • 

(3)  Acceptance  by  the  company  of  the  increases  herein 
allowed  will  be  taken  as  a  stipulation  that  abrogation  or  modifica- 
tion of  the  emergency  increase  in  rates  may  be  made  as  and  if 
conditions  as  indicated  by  operating  results  both  as  to  revenue 
and  the  character  of  service  rendered  warrant. 

(4)  Beginning  with  the  effective  date  of  the  rates  herein 
allowed,  the  company  shall  render  to  the  Board  a  report  for  the 
two  months  ending  December  31,  1920,  and  quarterly  there- 
after. These  reports  are  to  show  the  Operating  Revenues,  Op- 
erating Deductions,  excluding  Amortization,  JJon-Operating  In- 
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come,  Income  Deductions  and  balance  available  for  General 
Amortization,  Dividends  and  Surplus,  and  also  the  amount 
appropriated  for  General  Amortization,  together  with  a  com- 
parison with  the  figures  for  the  corresponding  period  of  the  pre- 
ceding year.  And  the  Board  will  retain  jurisdiction  of  the 
emergency  increase  as  herein  approved  for  the  purpose  of 
modifying  same  as   and   if  the  conditions  change. 

(5)  The  company  may  file,  effective  from  date  of  fiHng,  the 
rules  and  regulations  modified  as  indicated  in  the  body  of  this 
report. 

Dated  October  21,  1920. 

Commissioner  Wright  dissents. 


No.  846. 

In   the  Matter  of   the  Appucation   oe  the   Columbus 
Water  Company  for  Increased  Rates. 

I.  A  schedule  of  rates  submitted  by  a  water  company  is  approved,  it  ap- 
pearing that  the  net  revenue  over  and  above  operating  expenses  and  taxes 
will  be  slightly  more  than  four  per  cent,  on  the  value  of  the  property. 

G.  M,  HUlman,  for  the  Petitioner. 

R.  N.  Kellam,  for  the  Board. 

The  petition  alleges : 

That  the  present  and  the  proposed  increase  rates  are  as 
follows : 
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"Present  Proposed 

Rate.  Rate. 

Kitchen   tap,    $7-00  $io.oo 

Bath,    3.00  5.00 

Each  additional  bath,   3.50  i.oo 

Closet,    4.00  5.50 

Each  additional  closet, 4.00  2.50 

Basin,     2.00  2.50 

Street   tap 3.00  4.00 

Yard  tap,   4.00  5.00 

Stable  or  garag*?  tap  (i  beast  or  automobile), 4.00  4.00 

Each  additional  beast  or  automobile,  i.oo 

Hot  water  heater i.oo  i.oo 

^.lilk  cooler,   10.00 

Livery  sale  or  exchange  stable  (i  horse  or  beast), 4.00 

Each  additional  horse  or  beast, I.oo 

Fire   hydrants 20.00  30.00 

Minimum   charge 7.00  10.00 

Flat  rates  to  consumers  by  agreement  between  them  and  company  where 
peculiar  conditions  warrant." 

That  the  reason  for  the  proposed  increases  is  that  the  present 
rates  are  and  always  have  been  too  low  to  enable  the  company 
to  pay  operating  expenses,  provide  for  the  upkeep  and  mainte- 
nance of  the  petitioner's  plant  and  proi>erty  and  pay  a  return  upon 
its  capital: 

That  during  recent  years  the  expenses  of  operation  have 
greatly  increased  due  to  advances  in  wages  and  the  cost  of  fuel, 
power  and  other  supplies: 

That  the  receipts  of  the  company  are  not  at  present  sufficient 
to  pay  its  operating  expenses  and  interest  on  its  indebtedness  and 
that  it  has  no  revenue  with  whicH  to  make  necessary  repairs  and 
improvements  to  its  plant. 

Testimony  and  exhibits  were  submitted,  showing  that  due 
notice  had  been  given  of  the  application  to  this  Board  for 
permission  to  increase  existing  rates,  in  accordance  with  the 
schedule  annexed  to  the  aplication,  and  stating  the  time  and 
place  of  said  hearing. 


26 
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VALUE  OF  THE  PROPERTY  AFFECTED  WITH  A  PUBUC  USE. 

The  company  submitted  a  statement  of  the  value  of  its  plant 
on  the  basis  of  its  original  cost.  This  aggregated  $13,108.49 
and  in  view  of  the  items  inventoried  seems  to  be  reasonable. 
Approximately  twenty-five  per  cent,  of  this  amount  is  the  cost 
of  a  new  Gould  pump  and  engine  installed  within  the  past  year. 

OPERATING   EXPENSES. 

A  study  of  the  operating  records  of  the  company  for  the  post 
five  years  indicates  that  its  revenues  have  not  been  sufficient 
to  pay  its  operating  expenses  and  taxes  and  that  the  one  divi- 
dend of  five  per  cent,  paid  in  1918  was  not  earned  during  the 
period  that  the  company  has  been  reporting  its  operations  to 
this  Board.  Its  deficit  over  operating  expenses  and  taxes  for 
1 91 8  amounted  to  approximately  $480  and  according  to  the 
book  figures  its  deficit  for  1919  amounted  to  upwards  of  $4,500. 
The  latter  amount,  however,  is  due  to  the  fact  that  the  company 
installed  a  new  pump  and  engine  at  the  expense  of  some  $3,000 
or  $4,000  and  charged  same  to  operating  expenses  for  the 
reason  that  it  had  created  no  reserve  in  the  previous  years  to 
provide  for  such  replacements.  As  the  life  in  service  of  the 
pump  and  engine  may  be  taken  at  some  twenty  to  twenty-five 
years,  it  is  apparent  that  the  charging  of  the  whole  amount 
to  one  year's  operations  produces  a  distortion  of  the  operating 
ratio.  A  study  of  the  operating  expenses  for  the  preceding 
years  would  indicate  that  puftiping  expenses  may  reasonably 
be  taken  at  about  $1,600,  repairs  at  about  $250,  general  expenses 
at  about  $75  and  taxes  at  $150  to  $175  and  amortization  (not 
heretofore  charged  by  the  company)  at  $200,  a  total  of  ap- 
proximately $2,300  for  operating  expenses  under  existing  con- 
ditions and  costs. 

The  present  rate  schedule  applied  to  the  connected  fixtures, 
as  shown  in  schedule  Number  4,  would  produce  an  annual 
revenue  of  approximately  $2,050.  The  proposed  schedule,  ap- 
plied to  the  same  fixtures,  would  produce  a  revenue  of  approxi- 
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mately  $2,850.  This  would  indicate  a  net  revenue  over  and 
above  operating  expenses  and  taxes  on  the  basis  of  the  new 
rates  of  about  $550.  This  is  slightly  more  than  four  per  cent, 
on  the  value  of  the  property  claimed  by  the  company  and 
based  on  the  cost  thereof.  This  rate  of  return  is  not  unreason- 
able. If  no  depreciation  be  charged  the  net  revenue  would  be 
$750;  this  is  about  six  per  cent,  of  the  estimated  cost  of  the 
property. 

CONCLUSIONS. 

The  Board  will  therefore  permit  the  schedule  of  rates  to  go 
into  effect  with  the  quarter  ending  December  31,  1920,  subject 
to  the  following  conditions : 

Acceptance  by  the  company  of  the  increases  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification 
of  the  emergency  increase  in  rates  may  be  made  as  and  if 
conditions  as  indicated  by  operating  results  both  as  to  revenue 
and  the  character  of  service  rendered  warrant. 

Beginning  at  the  effective  date  of  the  rates  herein  allowed, 
the  company  is  to  render  to  the  Board  quarterly  reports.  These 
reports  are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Non-Operating  Income,  Income 
Deductions  and  balance  available  for  General  Amortization,  Divi- 
dends and  Surplus,  and  also  the  amount  appropriated  for  Gen- 
eral Amortization,  together  with  a  comparison  with  the  figures 
for  the  corresponding  period  of  the  preceding  year.  And  the 
Board  will  retain  jurisdiction  of  the  emergency  increases  as 
herein  approved  for  the  purpose  of  modifying  same  as  and  if 
the  conditions  change. 

Dated  October  26,  1920. 
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No.  846. 

Atlantic  County  Water  Company  in  the  Matter  of  the 
Proposed  Minimum  Charge. 

1.  A  water  company  proposes  to  amend  its  rate  schedule  by  instituting  a 
minimum  charge  of  twelve  dollars  per  annum. 

2.  The  company's  gross  revenue  for  the  year  ending  July  i,  1920,  was  ap- 
proximately $35,100,  while  the  total  charges  for  operating  expenses,  taxes 
and  interest  were  $35,271.78. 

3.  As  the  institution  of  the  minimum  charge  proposed  by  the  company  will 
require  the  collection  of  less  revenue  from  its  customers  than  would  result 
from  a  general  rate  adjustment;  as  such  charge  is  based  upon  the  principle 
that  service  has  a  minimum  value  to  any  customer,  and  by  comparison  with 
charges  of  other  companies  the  minimum  of  twelve  dollars  per  annum,  pay- 
able quarterly,  is  not  unreasonable,  it  would  appear  that  such  charge,  rather 
than  a  general  rate  adjustment,  would  be  desirable. 

Guy  L.  Dcwies,  for  the  Petitioner. 

L.  D,  Champion,  for  Pleasantville. 

On  July  31,  1920,  the  Atlantic  County  Water  Company  filed 
with  the  Board  an  amendment  to  its  present  schedule  providing- 
for  the  institution  of  a  minumum  charge  of  twelve  dollars  per 
annum. 

The  rates  at  present  in  effect  in  the  territory  supplied  by  the 
Atlantic  County  Water  Company  were  promulgated  in  a  report 
of  this  Board  dated  June  10,  1919,  and  have  therefore  been  in 
effect  for  a  little  over  a  year.  At  the  time  of  the  adoption  of 
the  report  in  1919  it  was  thought  that  the  rise  in  prices  had 
ceased  and  costs  for  labor  and  material  had  at  least  become 
stationary.  This  has  not  proven  to  be  entirely  the  case.  The 
cost  of  labor  has  continued  to  increase  and,  while  there  have 
been  some  reduction  in  prices  of  commodities,  the  cost  of  fuel 
is  higher. 

The  report  of  the  Board  last  year  was  based  upon  a  study; 
of  the  operations  for  several  previous  years  and  the  figures 
used  represented  a  fair  average  for  the  period  of  years.    Based 
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Upon  this  Study  it  was  assumed  the  average  revenue  would  be 
about  $37,500.  This  amount  has  not  been  fully  realized,  as  the 
gross  charges  for  the  year  ending  July  i,  1920,  for  service  sup- 
plied to  1,825  customers,  were  $2,398  less  than  the  expected 
revenue  from  1,716  customers.  This  has  probably  been  d^e 
as  much  as  anything  to  the  gadual  elimination  of  the  flat-rate 
service  by  the  installation  of  meters.  The  operating  expenses 
for  the  same  period  of  time  were  increased  by  $3,736  over  the 
amount  estimated  in  the  previous  report.  These  increases  could 
not  have  been  forseen  and  do  not  appear  to  be  due  to  any  con- 
ditions within  the  company's  control. 

The  rates  promulgated  la^t  year  are  established  upon  what 
the  Board  considers  to  be  a  thoroughly  equitable  basis,  recog- 
nizing the  various  elements  of  cost.  They  consist  of  two  parts : 
(i)  a  fixed  charge  based  upon  the  size  of  the  connection  and 
therefore  taking  into  account  the  possible  maximum  demand 
of  the  customers;  and  (2)  a  charge  based  upon  the  amount  of 
the  water  used.  Inasmuch  as  the  fixed  service  charge  has  to 
be  paid  whether  any  water  is  used  or  not,  it  naturally  becomes 
a  minimum  charge  but  it  does  not  take  into  account  all  the 
elements  usually  included  in  a  minimum  charge.  No  other  mini- 
mum charge  has  been  in  effect  since  the  institution  of  the  new 
rates  excepting  the  fixed  service  charge.  Due  to  lack  of  sewer- 
age facilities,  the  use  of  water  has  been  less  and  the  company's 
revenue  below  that  automatically  received  in  the  territory  where 
sewerage  is  available  and  houses  equipped  with  more  facilities 
requiring  the  use  of  water. 

Analysis  of  the  testimony  regarding  operating  expenses,  etc., 
indicates  that  the  company's  revenue  should  be  increased.  The 
gross  revenue  for  the  year  ending  July  i,  1920,  was  approxi- 
mately $35,100,  while  the  total  charges  for  operating  expenses, 
taxes  and  intyest  were  $35,271.78.  It  will  thus  be  seen  that 
the  company  did  not  collect  quite  sufficient  to  meet  its  interest 
charofes.  The  increased  charges  for  fuel  have  been  effective  only 
durinof  the  last  few  months. 
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As  already  stated  the  revenues  realized  have  been  $2,398  less 
than  estimated  in  the  Board's  report  of  June,  1919.  The  operat- 
ing expenses,  taxes,  etc.,  have  been  increased  by  $3,736,  making 
a  total  deficit  in  the  net  income  below  that  anticipated,  on  an 
average  basis,  of  $6,134. 

The  representatives  of  the  company  agree  that  the  form  of 
schedule  adopted  by  the  Board  and  in  effect  at  the  present  time 
properly  recognizes  the  various  classes  of  cost  and  from  an 
average  standpoint,  as  based  upon  data  available  last  year,  was 
as  accurate  and  logical  a  schedule  of  rates  as  could  be  developed. 
They  admit  that  the  schedule  itself  should  not  at  this  time  be  dis- 
turbed, but  in  view  of  the  fact  that  the  application  of  the  new 
schedule  results  in  a  reduction  in  the  charges  to  over  seven  hun- 
dred customers  who  formerly  paid  a  minimum,  charge  higher 
than  their  present  charge,  they  contend  that  the  value  of  the 
service  warrants  the  institution  of  a  minimum  charge  of  twelve 
dollars  as  proposed.  Representatives  of  the  municipalities,  in- 
cluding their  engineer,  agree  that  the  company  is  entitled  to  a 
greater  revenue,  but  believe  that  the  schedule  itself  should  be 
readjusted  so  as  to  increase  uniformly  all  of  the  customers. 

Since  January  i,  1919,  the  company  has  expended  in  additions 
to  its  plant  and  property  $10,643.75.  If  rates  were  now  to  be 
readjusted  so  as  to  bring  anything  like  a  full  return  on  the  value 
of  all  of  the  property,  the  recent  additions  would  have  to  be  con- 
sidered. As  the  institution  of  the  minimum  charge  proposed  by 
the  company  will  require  the  collection  of  less  revenue  from  its 
customers  than  would  result  from  a  general  rate  readjustment; 
as  such  charge  is  based  upon  the  principle  that  service  has  a 
minimum  value  to  any  customer  and  by  comparison  with  charges 
of  other  companies  the  minimum  of  twelve  dollars  per  annum, 
payable  quarterly,  is  not  unreasonable,  it  would  appear  that  such 
charge  rather  than  a  general  rate  adjustment  wopld  be  desirable. 

At  the  hearing  it  was  testified  that  the  expected  result  from 
the  institution  of  the  minimum  charge  would  be  to  increase  the 
company's  revenue  approximately  $3,160.  It  was  brought  out, 
however,  that  this  was  based  upon  an  analysis  of  the  charges 
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for  one  quarter  only,  the  quarter  ending  March  31,  1920.  If  a 
minimum  charge  of  twelve  dollars  had  been  in  effect  during  that 
quarter,  the  company  would  have  received  an  additional  revenue 
amounting  to  $790  and  this  figure  was  multiplied  by  four  to 
obtain  the  estimated  increase  for  a  year. 

Objections  were  made  to  this  method  of  computation  and  a 
study  has  been  made  from  available  data  covering  the  entire  year 
ending  June  30,  1920.  This  study  shows  that  the  aggregate 
effect  on  the  company's  gross  revenue  if  such  a  minimum  charge 
had  been  applied  throughout  the  twelve  months  ending  Jime  30,. 
1920,  would  be  an  increase  of  $3,672.  This  is  subject  to  a  cor- 
rection, however,  due  to  changes  in  the  method  of  paying  flat- 
rate  bills  which  would  reduce  the  actual  amoimt  received  because 
of  the  minimum  charge  by  approximtaely  $500,  leaving  the  esti- 
mated increase  $3,160.  Either  figure,  however,  is  less  than  the 
actual  realized  increase  in  cost  of  operation  during  the  corre- 
sponding period  of  time,  which  does  not  take  into  account  the 
full  effect  of  the  increased  cost  of  fuel. 

CONCLUSIONS. 

The  Board  finds  and  determines  that  the  increases  in  cost  of 
fuel  and  other  necessary  operating  expenses  are  sufficient  in 
amount  to  jeopardize  the  petitioner's  financial  standing  and 
might  again  bring  about  a  receivership.  This  company  passed 
through  such  an  experience  some  years  ago,  during  which  time 
the  service  suffered  materially.  To  protect  the  customers  of  the 
company  against  a  recurrence  of  such  conditions,  it  is  necessary 
for  the  company  to  be  able  to  pay  its  operating  expenses,  taxes 
and  insurance  and  meet  its  interest  payments.  The  amount  which 
it  is  estimated  will  be  received  from  the  institution  of  the 
minimum  charge  is  less  than  the  additional  operating  expenses, 
but  it  is  hoped  that  the  growth  in  the  business  will  be  sufficient 
to  make  up  the  balance.  The  Board  will  therefore  allow  the 
amendment  proposed  by  the  company  to  be  filed  to  become 
effective  in  accordance  with  the  notices  already  sent  out  for  the 
quarter  ending  December  31,  1920. 

Dated  October  26,  1920. 
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No.  847. 

Commonwealth  Water  Company  Application  for  Further 
Increase  in  Rates. 

1.  In  considering  an  application  by  a  water  company  for  approval  of  in- 
creased rates  to  meet  increased  costs  of  operation,  it  was  stipulated  on  behalf 
of  the  company  and  the  representatives  of  the  municipalities  served  that  the 
Board  should  determine  a  just  and  reasonable  rate,  to  be  effective  from 
October  i,  1920,  and  that  the  proceedings  should  be  suspended  until  such 
rates  had  been  effective  for  a  period  of  at  least  six  months,  at  the  end  of 
which  time  the  Board  should  resume  consideration  of  the  petition  by  receiv- 
ing testimony  as  to  the  experience  under  the  new  rates  during  the  intervening 
periods. 

2.  An  increase  of  20  per  cent,  is  allowed,  subject  to  the  condition  that  the 
rates  may  be  summarily  altered  or  abrogated  in  the  further  hearing. 

William  M,  Wherry,  for  the  Petitioner. 

C.  N.  Williams,  W,  S.  Topping  and  Edward  G.  Pringle,  for 
City  of  Summit. 

Charles  H.  Stewart,  for  Town  of  Irvington. 

Sanrnel  D,  Williams,  for  Township  of  South  Orange. 

Borden  D,  Whiting,  for  West  Orange. 

William  Byrd,  for  Millburn. 

The  petition  alleges : 

That,  pursuant  to  the  order  of  the  Board  as  embodied  in  its 
report  of  December  30,  1918,  which  report  is  referred  to  and 
made  a  part  of  the  petition,  petitioner  filed  its  schedule  of  rates 
effective  on  and  after  January  i,  19 19,  and  that  the  schedule  set 
forth  in  detail  in  said  report  has  been  in  operation  since  January 

I,  1919; 

That,  during  the  period  the  schedule  of  rates  fixed  by  the 
Board  has  been  in  operation,  expenses  of  every  kind  have  in- 
creased, taxes  have  increased,  cost  of  financing  has  increased. 
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the  returns  upon  capital  and  enterprise  the  world  over  have  ma- 
terially increased,  and  values  of  all  property  have  increased,  in- 
cluding the  property  of  the  petitioner ; 

That,  in  order  to  maintain  its  service  and  meet  the  growing 
needs  of  the  community,  additions  to  the  plant  and  distribution 
system  of  the  petitioner  are  necessary,  and  to  enable  it  to  finance 
its  capital  expenditures  and  to  meet  the  increased  operating  ex- 
penses, the  company  must  adjust  its  schedule  to  present  conditions 
by  increasing  its  charges  to  provide  additional  revenue; 

That  the  company  seeks  to  amend  its  schedule  of  rates  estab- 
lished by  said  order  of  December  30,  1918,  by  a  horizontal  and 
uniform  increase  of  not  less  than  twenty-five  per  cent.,  to  take 
effect  on  all  sales  for  the  quarter  ending  September  30,  1920. 

At  the  first  hearing,  counsel  for  the  petitioner  asked  leave  to 
amend  the  petition,  changing  the  effective  date  to  the  quarter 
ending  December  31,  1920. 

Written  notice  of  the  hearing  to  be  held  to  consider  the  peti- 
tion was  mailed  to  authorities  of  all  the  municipalities  served  by 
the  petitioner  and  due  notice  was  given  to  individual  customers 
by  publication  in  local  papers. 

This  petition  is  in  effect  based  on  the  Board's  findings  in  its 
report  hereinabove  cited. 


VALUE  OF  PROPERTY  USED  AND  USEFUL  AS  OF  JUNE  30,  I92O 

In  its  Exhibit  P-2,  the  company,  starting  with  the  value  as 
found  by  the  Board,  September  30,  191 7,  continued  this  val- 
uation down  to  June  30,  1920.  During  the  hearing  certain  inac- 
curacies were  found  in  Exhibit  P-2,  which  were  corrected  by  the 
submission  of  Exhibit  P-24.  These  are  combined  in  Table  1. 
which  follows: 
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TABLE  I. 

CAPITAL  BASE  AS  OF  JUNE  30,    I920,  BASED  ON  VALUE  AS  FOUND  AT 
SEPTEMBER  30,    I917. 

Ref. 

Ex.  P-2    Value  Found  as  of  September  30,  1917,   $1738475 

Ex.  P-2    Net  Additions  October  i,  1917,  to 

June  30,  1920, $347,226 

Ex.  P-24  Corrections  to  P-2 7.548 

$354,774 

Less  Deductions: 
Ex.  P-2    Increase  in  Depreciation  Reserve, 

October  i,  1917,  to  June  30,  1920,       $56,184 
Ex.  P-2    Allowances  made  in  Board's  report 
for  immediate  additions  to  plant 

and  for  meters  in  stock, 74480 

Ex.  P-24  Services  paid  for  by  municipalities,         1 3,795 

Total  Deductions 144459 

Net  increase  in  Tangible  Capital,  210,315 

Total  as  of  June  30,  1920, $1,948,790 

As  may  be  seen  in  Table  I,  the  value  as  a  rate  base  as  of  June 
30,  1920,  is,  in  round  figures,  $1,950,000.  As  corrected  there 
was  no  dispute  as  to  the  reasonableness  of  this  figure  as  a  rate 
base  as  of  the  date  set  forth. 


CONSTRUCTION  IN  PROGRESS. 

In  addition  to  the  finished  plant,  the  value  of  which  is  set 
forth  in  Table  I,  testimony  was  given  that  during  the  year  1920 
substantially  $100,000  would  be  added  by  construction  now  in 
progress  and  that  during  the  next  eighteen  months  to  two  years 
substantially  $250,000  would  be  added,  provided  the  company 
were  able  to  finance  the  capital  expenditures  required. 

COST  Ot  MONEY. 

The  present  financing  has  been  done  by  the  Commonwealth 
Water  and  Light  Company,  of  which  the  Commonwealth  Water 
Company  is  a  subsidiary,  by  selling  short  term  seven  per  cent. 


Digitized  by 


Google 


Board  of  Public  Utiuty  Commissioners.  411 


Commonwealth  Water  Co.—Rates. 


notes  on  a  basis  of  substantially  ten  per  cent,  per  annum  cost 
to  the  company.  All  of  the  financial  requirements  of  the  com- 
pany have  not  been  met  by  the  notes  which  had  actually  been 
sold  up  to  the  time  of  the  last  hearing. 

The  petitioner's  representatives  -stated  that  a  net  return 
approximating  $152,500  a  year  on  the  capital  base  set  forth  in 
Table  I  would  be  satisfactory  under  existing  conditions.  This 
net  return  equates  to  7.8  per  cent,  annually  on  the  capital  base 
set  forth  in  Table  I. 

OPERATING  EXPENSES  AND  TAXES. 

The  petition  sets  forth  in  detail  the  operating  expenses  from 
October  i,  19 17,  to  June  30,  1920.  The  first  increase  in  operat- 
ing expenses  has  occurred  in  the  year  1920.  For  the  first  six 
months  of  1920  (Exhibit  P-15)  the  gross  operating  water  and 
miscellaneous  revenue  was  $151,105  (cents  omitted).  The 
operating  expenses  and  taxes,  including  Amortization  of  Ac- 
cruing Depreciation  in  fixed  capital,  were  $114,139,  leaving  in- 
come from  operation  of  $36,966.  Non-operating  revenue  of 
$1,712  increased  this  net  revenue  for  the  six  months  to  $38,678, 
which  is  equivalent  to  about  $77,500  on  the  basis  of  a  year's 
operation.  The  company  proposes  to  increase  its  rates  twenty- 
five  per  cent,  horizontally.  On  the  basis  of  $150,404  of  revenue 
for  the  six  months,  this  twenty-five  per  cent,  increase  would 
amount  to  $37,601,  which  would  make  the  income  for  the  first 
half  of  1920  $76,279  had  the  new  rates  been  in  effect  during 
that  period. 

When  these  exhibits  had  been  put  into  the  record,  counsel  for 
several  of  the  municipalities  suggested  that  if  they  were  per- 
mitted to  advise  with  the  engineers  of  the  Board  and  have  the 
exhibits  so  far  introduced  checked  by  the  Board's  representa- 
tives, it  might  shorten  the  proceedings  and  save  expense  to  all 
concerned.  After  this  had  been  done  and  minor  discrepancies 
as  hereinbefore  referred  to  had  been  adjusted  at  the  final  hearing 
it  was  stipulated  on  behalf  of  the  company  and  the  municipalities 
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that  the  Board  should  determine  a  just  and  reasonable  rate  to 
be  effective  from  October  i,  1920,  and  the  present  proceedings 
should  be  suspended  until  such  rates  had  been  effective  for  a 
period  of  at  least  six  months,  at  the  end  of  which  time  the  Board 
should  resume  consideration  of  the  petition  by  receiving  testi- 
mony as  to  the  experience  under  the  new  rates  during  the  inter- 
vening period.    A  detailed  study  of  the  operating  expenses  dur- 
ing the  first  six  months  of  1920,  as  well  as  the  year  1919,  as  set 
forth  in  the  exhibits  submitted  and  also  in  the  company's  annual 
report,  indicates  that  the  following  adjustment  should  be  made : 
With  the  exception  of  West  Orange,  the  company  has  been 
supplying  water  to  the  various  communities  in  its  territory  from 
its  own  pumping  stations  known  as  Baltusrol  and  Canoe  Brook. 
West  Orange  has  been  supplied  heretofore  with  water  purchased 
from  the  Montclair  Water  Company  at  a  rate  of  approximately 
$96  per  million  gallons  after  making  certain  adjustments.    The 
record  indicates  that  about  November  ist  water  will  be  supplied 
to  West  Orange  from  the  Canoe  Brook  pumping  station  of  the 
petitioner.     During  the  first  half  of  1920  the  water  so  bought 
from    the    Montclair   Water    Company   amounted   to    144,000 
gallons,  the  cost  of  which  was  about  $14,000.     To  ascertain 
approximately  what  this  water  would  have  cost  the  company  for 
fuel  had  it  been  pumped  from  Canoe  Brook,  reference  is  had  to 
the  annual  report  of  the  company  for  the  year  1919.     To  de- 
liver  663,458   gallons   of   water   sold   to   the   mains   in    1919 
required    2,508.85    long    tons    of    coal,    which    is    equivalent 
to  4.23  short  tons  per  million  gallons  pumped.     On  this  basis  it 
would  have  required  609.12  short  tons  of  coal  at  $5.20  to  have 
pumped  this  water  during  the  first  half  of  1920.    This  amounts 
to  about  $3,170  for  coal.     Other  incidental  expenses  may  in- 
crease this  to  about  $3,500.     Since  the  first  half  of  the  year, 
however,  coal  has  increased  from  an  average  cost  of  $5.20  to 
about  $6.70  (testimony,  pp.  23-24),  due  very  largely  to  the  in- 
crease in  freight  rates  allowed  by  the  Interstate  Commerce  Com- 
mission.    This  would  increase  the  cost  of  coal  in  both  stations 
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an  additional  $3,500.  The  sum  of  these  two  items  would  amount 
to  $7,000  against  the  $14,000  paid  to  the  Montclair  Water  Com- 
pany during  the  first  half  of  1920.  It  appears,  then,  that  sub- 
stantially $7,000  would  be  saved  in  operating  expenses  by  serv- 
ing West  Ch*ange  from  the  Canoe  Brook  station  of  the  petitioner. 
This  saving  of  $7,000  would  result  in  a  corres{Kmding  increase 
in  net  revenue,  on  the  basis  of  the  first  six  months,  making  it 
under  existing  rates  $45,678  instead  of  $38,600.  In  order  to 
produce  a  net  return  for  six  months  of  $76,279  would  require 
approximately  twenty  per  cent,  of  the  revenue  of  $150,404 
actualljr  received  during  the  first  six  months  of  1920  instead  of 
the  twenty-five  per  cent,  petitioned  for.  It  would  appear,  then, 
that  the  company  may  be  expected  to  receive  the  net  return 
petitioned  for  by  increasing  its  rates  horizontally  twenty  per 
cent,  instead  of  twenty-five  per  cent. 

In  view  of  the  stipulations  of  counsel  further  hearing  will 
be  adjourned  until  the  last  Thursday  in  April,  1921,  prior  to 
which  time  the  company  is  required  to  file  its  reports  for  the 
quarters  ending  December  31,  1920,  and  March  31,  1921,  respec- 
tively ;  such  rejxDrts  to  correspond  to  the  form  for  detailed  reports 
of  income  and  surplus  as  shown  in  the  Board's  form  for  annual 
reports  for  water  utilities. 

The  company  may  file,  eflfective  for  the  quarter  beginning 
October  i,  1920,  an  amendment  to  its  schedule  of  rates  providing 
for  a  horizontal  increase  of  twenty  per  cent,  on  the  rate  set 
forth  in  the  Board's  reports  dated  December  30,  1918,  and  Janu- 
ary 14,  1919,  respectively. 

The  permission  to  file  these  interim  rates  is  subject  to  accept- 
ance of  the  condition  that  they  may  be  summarily  altered  or 
abrogated  in  the  further  hearing  above  provided   for. 

Dated  October  2"],  1920. 


Digitized  by 


Google 


414  Board  of  Public  Utility  Commissioners. 

Bridgeton  Gas  U.  Co.— Rates. 


No.  848. 

In  the  Matter  of  the  Application  of  the  Bridgeton  Gas 
Light  Company  for  Further  Increase  in  Rates. 

I.  In  applying  for  approval  of  increased  rates,  a  gas  company  asks  for  an 
allowance  of  ten  per  cent,  on  the  value  of  its  property.  The  Board  is  not 
disposed  to  allow  a  greater  return  than  eight  per  cent. 

W.  H,  Bacon,  for  the  Petitioner. 

The  petition  alleges : 

That  an  appraisal  made  of  its  plant  in  or  about  the  year  19 12 
indicated  that  the  depreciated  value  of  the  original  invested 
capital  averaged  for  the  period  of  1908  to  191 2  the  sum  of 
$191,046.80,  and  that  between  January  i,  1912,  and  January  i, 
1920,  the  assets  of  the  petitioner  have  increased  $145,666.80, 
from  which  deducting  the  net  amount  of  the  reserve  for  amorti- 
zation accrued  during  the  same  period  in  the  amount  of 
$32,290.71,  leaves  a  total  of  $304,422.89  as  the  depreciated 
cost  value  of  the  company's  invested  capital  as  of  January  i, 
1920. 

That  the  rates  for  gas  now  charged  are : 

First  25,000  cubic  feet  of  gas  used  in  a  month, $1.30  net 

Next  25,000  cubic  feet  of  gas  used  in  a  month, 1.25  net 

Next  25,000  cubic  feet  of  gas  used  in  a  month, 1.20  net 

Next  25,000  cubic  feet  of  gas  used  in  a  month, 1.15  net 

That  the  rates  proposed  are : 

First  25,000  cubic  feet  of  gas  used  in  a  month, $1.85  net 

Next  25,000  cubic  feet  of  gas  used  in  a  month, 1.80  net 

Next  25,000  cubic  feet  of  gas  used  in  a  month 1.75  net 

Next  25,000  cubic  feet  of  gas  used  in  a  month, 1.70  net 

That  an  increase  in  rates  is  needed  to  provide  additional  in- 
come with  which  to  pay  for  the  g^eat  increase  in  the  cost  of 
gas  coal  at  the  mines,  the  additional  freight  charges  and  taxes 
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thereon,  the  higher  wage  rates  now  in  effect,  the  increase  in 
general  and  franchise  taxes,  to  allow  more  liberal  charges  for 
depreciation,  and  to  insure  such  a  return  to  the  stockholders 
on  their  investment,  as  will  induce  still  further  investments 
that  are  necessary  for  the  enlargement  of  the  plant. 

That  the  petitioner  believes  four  per  cent,  per  antun  on  the 
depreciable  cost  of  the  plant  should  be  set  aside  to  provide  a 
reserve  for  depreciation. 

That  a  return  of  ten  per  cent,  on  the  depreciated  cost  value 
of  the  plant  should  be  allowed  for  the  use  of  capital. 

The  municipal  authorities  were  duly  notified  that  the  Board 
would  hold  a  hearing  on  the  application  and  the  hour  and  date 
of  such  hearing  were  stated. 

capital  used  and  useeul. 

It  would  appear  in  the  statement  of  capital  as  set  forth  in 
the  petition  that  some  investment  items  were  included,  but  in 
view  of  the  fact  that  the  plant  has  been  considerably  increased 
since  January  i,  1920,  substantial  justice  will  be  done  if  the 
figures  set  forth  in  the  petition,  i.  e.,  $304,420,  to  be  taken  as 
the  value  of  the  property  in  this  report. 

RATE  OF  RETURN. 

The  company  asks  the  Board  to  allow  ten  per  cent,  on  the 
value  of  the  property  as  above  set  forth.  The  Board  is  not 
disposed  to  allow  a  greater  return  than  eight  per  cent,  on  the 
value  of  the  property  of  the  petitioner. 

OPERATING    EXPENSES,    TAXES    AND    AMORTIZATION. 

In  its  petition  the  company,  under  paragraph  22,  summarizes 
the  cost  of  producing  gas  under  existing  conditions  by  assum- 
ing the  costs  for  191 9  and  adding  thereto  the  increase  in  the 
cost  of  certain  items,  the  entire  statement  being  substantially 
as  follows: 
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Cost  of  89»545.733  cubic  feet  of  gas  made  in  1919, $123,343.11 

Increase  in  cost  of  Coal,   15,81 1.86 

Increase  in  t'reight,    7,650.90 

Increase  in  Labor 9,556.73 

Increase  in  Salaries,    1,180.00 

Increase   in   Amortization   Charges,    4,980.58 

Increase  in  Taxes,    3,23842 

Ten  per  cent,  on  the  Depreciated  Cost  Value  of  Plant ;  or,  say  five 

per  cent,  on  the  renewal  value,  30442.20 

Total,    $196,203.80 

From  this  deduct  the  income  from  Residuals  and  Merchandise,  . .      28,829.91 

$167,373.89 
Average  per   i.ooo  cubic    feet   of   gas    sold,    $1.87 

During  the  course  of  the  hearing  exhibits  were  submitted 
showing  the  result  of  operations  for  July  and  August,  during 
which  period  the  company  sold  17,854,800  cubic  feet  of  gas, 
which  would  indicate  that  the  rate  of  consumption  has  increased 
considerably  over  sales  for  the  year  19 19.  In  a  calculation 
based  on  the  result  of  these  two  months'  operation  the  as- 
sumption is  made  by  the  petitioner  that  the  consumption  as 
shown  for  July  and  August  will  drop  ten  per  cent,  as  a  result 
of  putting  into  efifect  a  considerably  higher  schedule  of  rates. 
The  company  has  been  f>ermitted  to  increase  its  rates  heretofore. 
Its  rate  for  the  year  191 7  and  the  years  preceding  was  $1.00 
per  thousand  cubic  feet  and  the  sales  of  gas  for  that  year  were 
88,635,000  cubic  feet.  In  1919,  during  the  greater  part  of 
which  a  rate  of  $1.30  was  in  efifect,  the  sales  were  89,546,000 
cubic  feet,  which  would  indicate  that  under  the  conditions  which 
have  existed  during  the  last  two  years,  while  the  increases  which 
might  have  been  expected  did  not  take  place,  there  was  no 
actual  decrease  in  the  total  amount  of  gas  sold.  On  the  other 
hand,  the  early  months  of  1920  were  very  cold  and  coal  was 
hard  to  procure.  This  has  undoubtedly  tended  to  abnormally 
increase  the  sales  of  gas  for  the  year  1920  and  it  does  not  seem 
improbable  that  the  sales  for  the  year  beginning  September  i, 
1920,  with  increased  rates  may  show  the  decrease  indicated  by 
the  petitioner's  figures.     It  will  be  assumed,  therefore,  that  for 
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the  year  banning  September  i,  1920,  the  sales  of  gas  of  the 
petitioner  may  be  taken  as  98,500,000  cubic  feet. 

The  Board  has  caused  a  calculation  to  be  made  for  the  year 
ending  Augfust  31,  1921,  on  the  basis  of  the  operating  costs 
for  the  year  1919  increased  to  correspond  with  the  costs  of 
labor  and  material  as  of  August,  1920,  and  based  on  the  sales 
of  98,500,000  cubic  feet.    This  calculation  is  set  forth  in  Table  I. 

TABLE  I. 

SHOWING    ESTIMATED    OPERATING    EXPENSES,   TAXES    AND    REVENUE    REQUIRED 
IX)   EARN    8%    ON   CAPITAL    USED    AND    USEFUL. 

For  year  igig      For  year  ending 

(actual)  Aug.  31,  ig2i. 

Ace.  PerMcu.  FerMcu. 

No.  Amount  ft.  Sold  Amount  ft.  Sold 

410  Works,  Superintendence  and  Labor,  $28,290     $0,316     $38,300     $0,389 

413/415    Coal 53,725       0.633       89,080       0.904 

420/433    Other    Production    Expenses,    12.880       0.144       14060       0.143 

Total $97,895     $1,093   $141440     $1,436 

435  Residuals  Produced.  Cr 40420       0.451       45,000       0.457 

Net   Production   Expenses,    ...  $57-475  $0,642  $96440  $0,979 

440/492     Holder  to   Burner  Expenses,    25.825  0.288  27,000  0.274 

493            Cost   of   Residuals   Sold 27771  0.310  30,000  0.305 

495  Amortization 4»33i  0.048  5.330  0.054 

Total    Operating    Expenses,    ..$115,402     $1,288  $158,770     $1,612 

496  Taxes 7,94i       0.089       im8o       0.113 

Total    Revenue    Deductions,    ..$123,343     $^377  $169950     $1725 
8%    on    Capital    of    $304422 24,354       0.247 

Total   Revenue   Required $i4i,556*   $1,588  $193,974      $i-972 

306/307    Less    Miscellaneous    Sales 27,830*     0.318       30.100      0.306 

Revenue      Required      from      Gas 

Sales.    $113,726*   $1,270  $163,874     $1.^^ 

Gas    Sold    or    Estimated    to    be 

Sold 89,546**  98.500** 


♦Actual  rcvcttue. 
**M.  cubic  feet. 
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Bridgeton  Gas  Lt.  Co.— Rates. 

An  examination  of  the  figures  in  Table  I  indicates  that  the 
revenue  deductions  for  the  year  1919  with  amortization  taken 
2it  $4,331  aggregate  $1,377  per  thousand  cubic  feet  of  the  gas 
sold.  The  same  classes  of  expense  for  the  year  ending  August  31, 
1921,  are  estimated  to  cost  $1,725  per  thousand  cubic  feet  with 
amortization  taken  at  $5,330  or  substantially  two  per  cent,  on 
the  depreciable  property.  Eight  per  cent,  on  the  amount  of 
capital  as  hereinbefore  set  forth  adds  $0,247  per  thousand  cubic 
feet,  which  would  indicate  that  the  total  revenue  required  would 
amount  to  $1,972  per  thousand  cubic  feet  sold.  Deducting  from 
this  miscellaneous  sales  (sales  of  residuals  and  merchandise) 
in  the  amoimt  of  $0,306  per  thousand  cubic  feet,  leaves  revenue 
required  from  the  sales  of  gas  per  thousand  cubic  feet  of  $1,666. 
This  cost  is  based  on  the  average  rate.  In  order  to  provide 
for  wholesale  discounts,  the  rate  indicated  is  $1.70  instead  of 
the  rate  of  $1.87  as  indicated  by  the  calculations  submitted  by 
the  petitioner.  The  latter,  however,  was  based  on  a  two  per 
cent,  higher  return  for  capital  and  a  four  per  cent,  appropria- 
tion for  depreciation  reserve.  A  further  examination  of  Table 
I  reveals  that  the  principal  increases  are  in  works  superin- 
tendence and  labor,  cost  of  coal  and  in  taxes. 

Counsel  for  the  petitioner  stated  that  the  municipal  govern- 
ing body  of  Bridgeton  had  held  a  meeting  to  consider  the  peti- 
tion, a  copy  of  which  was  furnished  to  the  members,  and  they 
were  invited  to  examine  the  books  of  the  petitioner  to  verify 
the  facts  as  set  forth  in  the  petition;  that  after  such  meeting 
and  examination  the  municipal  body  concluded  not  to  be  repre- 
sented at  the  hearing  in  opposition  to  the  petition. 

The  Board  therefore  finds  and  determines : 

Ci)  That  the  schedule  of  rates  petitioned  for  should  be  and 
is  hereby  dismissed. 

(2)  That  the  company  may  file  the  following  schedule  of 
rates  effective  with  sales  made  between  the  meter  readings  in 
October  and  the  meter  readings  in  November  (ordinarily  known 
as  the  November  sales),  subject  to  the  conditions  hereinafter 
enumerated,  viz. : 
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First  35,000  cubic  feet  used  in  a  month,  $170  net 

Next  25,000  cubic  feet  used  in  a  month,  1.65  net 

Next  25,000  cubic  feet  used  in  a  month,  1.60  net 

Next  25,000  cubic  feet  used  in  a  month,  1.55  net 

(3)  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  condi- 
tions as  indicated  by  operating  results  both  as  to  revenue  and 
the  character  of  service  rendered  warrant. 

(4)  Beginning  at  the  effective  date  of  the  rates  hereinbefore 
allowed  the  company  shall  render  to  the  Board  monthly  reports. 
These  reports  are  to  show  the  Operating  Revenue,  Operating 
Deductions,  excluding  Amortization,  Non-Operating  Income,  In- 
come Deductions  and  balance  available  for  General  Amortization, 
Dividends  and  Surplus,  and  also  the  amount  appropriated  for 
General  Amortization,  together  with  a  comparison  with  the 
figures  for  the  corresponding  period  of  the  preceding  year.  (This 
statement  may  preferably  follow  the  form  shown  in  the  annu;i^ 
report  for  gas  utilities,  page  21,  income  statement:  22,  lines  i 
to  II,  operating  revenues;  26,  lines  2^  to  37,  with  amount  ap- 
propriated for  amortization,  Account  495,  stated  separately  under 
VI.)  And  the  Board  will  retain  jurisdiction  of  the  emergency 
increase  as  herein  approved  for  the  purpose  of  modifying  same 
as  and  if  the  conditions  change. 

Dated  October  27,  1920. 


No.  848. 

Township  of  Roxbury 

New  Jersey  Power  and  Light  Company. 

Complaint  is  made  of  the  failure  of  a  lighting  company  to  furnish  street 
lighting.  It  appears  the  company  has  been  unable  to  obtain  permission  for 
pole  locations  from  an  owner  of  property  along  the  right  of  way.     Held : 
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1.  The  township  committee  of  Roxbury  has  authority  to  enter  into  a  street 
lighting  contract  with  the  New  Jersey  Power  and  Light  Company. 

2.  The  committee  did  enter  into  such  an  agreement  providing  for  street 
lighting. 

3.  That  because  the  poles  are  to  be  used  exclusively  for  street  lighting  no 
permit  is  needed  from  the  owner  of  the  soil. 

t 
Charles  A.  Rathbun,  for  the  Township  of  Roxbury. 

The  Township  of  Roxbury  submitted  a  formal  complaint 
against  the  New  Jersey  Power  and  Light  Company,  which  was 
duly  answered  by  the  company,  and  heard  by  the  Board  on 
October  7,  1920,  in  Newark. 

There  is  no  dispute  as  to  the  facts,  which  are  as  follows :  On 
June  10,  1 9 19,  the  Township  entered  into  an  agreement  with 
the  light  company  to  furnish  street  lighting  for  the  inhabitants 
of  the  Township,  giving  permission  and  directing  that  poles  be 
erected  along  certain  streets  and  highways  of  the  Township  for 
the  purpose  of  furnishing  said  street  lighting. 

In  accordance  with  the  provisions  of  the  contract,  the  Town- 
ship Committee  has  repeatedly  requested  the  company  to  extend 
its  pole  lone  and  wires  westwardly  along  Hillside  Avenue  in  the 
Village  of  Succasunna,  in  the  Township  of  Roxbury.  The  com- 
pany has  neglected  or  refused  to  do  so  and  the  Township  Com- 
mittee, on  July  29,  1920,  adopted  a  resolution  directing  that  the 
matter  be  presented  to  the  Board. 

According  to  the  company's  answer  it  has  been  unable  to 
obtain  permission  for  pole  locations  from  a  Mrs.  Barber,  owner 
of  property  on  a  part  of  Hillside  Avenue,  and  because  of  this 
it  had  been  unable  to  erect  a  portion  of  the  line  requiring  approxi- 
mately nine  poles.  The  company  expresses  its  willingness  to 
erect  these  poles  if  proper  permission  can  be  obtained. 

Its  good  intention  to  furnish  the  desired  street  lighting,  it 
alleges,  is  indicated  by  the  fact  that  it  has  erected  all  of  the 
necessary  poles  on  both  sides  of  Mrs.  Barber's  property  and  that 
the  only  part  remaining  to  be  done  is  to  erect  the  poles  where 
they  had  been  unable  to  obtain  permission. 
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At  the  hearing,  counsd  for  Roxbury  Township  contended  that 
the  company  should  exercise  its  power  of  cotidemnatioia,  in  order 
to  obtain  the  needed  consent. 

The  delay  and  consequent  confusion  ccainected  with  the  com- 
pletion of  the  installation  of  street  lighting  by  the  company 
appears  to  be  due  to  a  lack  of  knowledge  on  the  part  of  the  com- 
pany and  the  Township  authorities  as  to  their  respective  rights  in 
this  matter. 

Electric  light  companies  obtain  their  primary  franchise  rights 
fr-om  Chi^ter  189  of  the  Laws  of  1895,  page  322.  This  provides 
as  folk)ws: 

"i.  Any  corporation  organized  or  to  be  organized 
by  virtue  of  the  act  entitled  *An  act  concerning  cor- 
porations/ for  the  purpose  of  constructing,  maintaining 
and  operating  works  for  the  supply  and  distribution 
of  ekctricity  for  electric  light,  heat  or  power,  shall  have 
full  power  to  use  the  public  roads  or  highways,  streets, 
avenues  and  alleys  in  this  State  for  tie  purpose  of 
erecting  posts  or  poles  on  the  same  to  sustain  the  neces- 
sary wires  or  fixtures  upon  first  obtaining  the  consent 
in  writing  of  the  owners  of  the  soil ;  provided,  however, 
that  no  posts  or  poles  shall  be  eiWted  in  any  street  of 
any  incorporated  city  or  town  without  first  obtaining 
from  the  incorporated  city  or  t^wn  a  designation  of 
the  street  in  which  the  same  shall  be  placed  and  that 
the  same  shall  be  so  located  as  in  no  way  to  interfere 
with  the  safety  or  convenience  of  persons  traveling  on 
or  over  the  said  roads,  highways  and  that  the  public 
streets  in  any  of  the  incorporated  cities  or  towns  of  this 
State  shall  be  subject  to  such  regulations  as  may  be 
first  imposed  by  the  corporate  authorities  of  such  cities 
and  towns." 
From  the  above  it  will  be  seen  that  for  ordinary  lighting  pur- 
poses written  permission  must  be  obtained  from  the  owners  of 
the  soil  for  the  setting  of  poles. 
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The  right  of  the  municipality  to  enforce  the  installation  of 
street  lights  against  the  will  of  property  owners  upon  whose  land 
it  may  be  necessary  to  erect  poles  was  decided  in  the  case  of 
Meyers  vs,  Hudson  County  Electric  Company,  34  Vr.  573.  The 
court  said: 

"So  far,  therefore,  as  public  lighting  is  concerned, 
the  city  had  the  right  to  erect  the  three  poles  on  the 
lands  of  the  prosecutor  or  to  cause  them  to  be  erected 
and  maintained  for  the  use  of  the  city.*' 

The  case  just  cited  was  decided  by  the  Court  of  Errors  and 
Appeals  and  lays  down  the  principle  that  the  wishes  of  private 
owners  of  land  cannot  interfere  with  the  duty  of  the  public 
authorities  to  provide  lighting  for  the  streets. 

The  right  to  supply  private  lighting  from  such  poles  and  wires 
was,  however,  considered  doubtful.  In  the  case  of  Andreas  vs. 
Gas  and  Electric  Company  of  Bergen  County,  16  Dick.  69,  it 
was  definitely  decided  that  the  right  of  the  mtmicipality  to  re- 
quire a  company  to  set  poles  for  street  lighting  did  not  carry 
with  it  any  permission  to  use  those  poles  for  the  support  of  wires 
for  private  lighting,  such  use  requiring  the  necessary  "written 
permission  of  the  owners  of  the  soil." 

It  appears  clear,  therefore : 

(i)  That  the  Tdwnship  Committee  of  Roxbury  has  proper 
authority  to  enter  ibto  street  lighting  contract  with  the  New 
Jersey  Power  and  Light  Company. 

(2)  That  it  did,  on  June  10,  1919,  enter  into  such  an  agree- 
ment providing  for  street  lighting. 

(3)  That,  because  of  the  fact  that  these  nine  poles  are  to  be 
used  exclusively  for  street  lighting,  no  permit  is  needed  from 
the  owner  of  the  soil. 

It  is  suggested  that  the  actual  designation  of  the  pole  locations 
be  made  by  the  Township  authorities  if  Mrs.  Barber  (or  her 
agent)  is  not  willing  to  designate  the  point  at  which  she  would 
prefer  to  have  the  poles.  And  further,  that  the  Township  Com- 
mittee pass  the  proper  resolution  declaring  the  erection  of  such 
poles  to  be  necessary  for  the  lighting  of  the  public  street  known 
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as  Hillside  Avenue  and  the  lighting  company  be  directed  to  erect 
the  necessary  poles  at  designated  places. 

The  Board  is  without  authority  to  make  any  order  in  the 
matter. 

Dated  October  27,  1920. 


No.  860. 

George  I.  Bowne 
vs. 
Mount  Holly  Water  Company.  ; 

1.  Complaint  is  made  of  the  refusal  of  a  water  company  to  install  a  meter 
at  the  premises  of  the  complainant.  According  to  the  statement  of  the  com- 
pany's officials  it  has  meters  on  hand  that  can  be  installed  at  any  time. 

2.  An  order  is  entered  requiring  the  company  to  install  a  meter  at  the 
complainant's  residence. 

George  L  Bowne,  in  person. 
Herbert  S.  Killie,  on  his  own  behalf. 
B.  HayTvood  Shreve,  for  the  Company. 

George  I.  Bowne  made  complaint  that  the  Mount  Holly  Water 
Company  had  refused  to  install  a  meter  to  measure  water  on  his 
premises,  33  Union  Street,  Mount  Holly,  N.  J.  The  matter  was 
investigated  and  the  report  of  the  inspector  of  this  Board,  dated 
August  13,  1920,  recommended  that  the  company  install  a  meter 
on  the  said  premises  not  later  than  September  i,  1920. 

The  company,  being  unwilling  to  accept  the  recommendation, 
the  matter  was  set  down  for  hearing,  at  Trenton,  October  5, 
1920. 

The  complainant  occupies  a  private  residence  at  the  above 
address  and  has  endeavored  for  more  than  a  year  to  have  the 
water  company  install  a  meter  for  him.  This  the  company  has 
declined  to  do.    Mr.  Bowne's  water  bill  for  the  current  year  is 
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$25.19,  and  it  is  estimated  will  amount  to  $27.88  in  the  year 
1921. 

The  company  has  1,130  consumers,  nearly  all  of  whom  are 
charged  for  water  under  flat  rates.     In  its  reports  dated  April 
10,  1919,  and  July  13,  1920,  this  Board  called  attention  to  the 
advantage  to  both  the  utility  and  consumer  which  would  result 
from  the  installation  of  meters,  owing  to  the  fact  that  there  was 
generally  a  large  waste  of  water  by  flat-rate  consumers.     In  the 
Board's  report  last  referred  to  the  following  language  was  used  : 
**It  was  clearly  indicated  in  the  Board's  report  of 
April  10,  1919,  that  the  Board  considered  it  to  the  ad- 
vantage  of   both   utility   and   consumers   that   meters 
should  be  installed  on  the  system  of  the  petitioner 
owing  to  the  fact  that  there  was  large  waste  of  water 
by  flat  rate  or  fixture  consumers.    A  large  proportion 
i  of  the  water  of  this  utility  is  pumped  by  hydraulic 

!  "  power.     If  economies  in  the  use  of  water  could  be 

j  effected  by  the  use  of  meters  to  such  an  extent  that 

'^    '  steam  pumping  would  no  longer  be  necessary,  and  the 

cost  of  expensive  purification  be  decreased  pro  tanto, 
it  would  result  in  considerable  economies  of  operation, 
economies  which  would  more  than  compensate  the  ccmi- 
pany  for  the  annual  cost  of  capital  involved.  In  view 
of  the  rapidly  increasing  prices  for  fuel  and  materials 
both  for  pumping  and  for  purification,  it  would  appear 
to  be  now  still  more  to  the  advantage  of  the  company 
to  adopt  the  policy  of  metering  its  system.  The  rates 
herein  allowed  permit  the  company  to  provide  an  appro- 
priation for  depreciation  reserve  which  on  the  basis  of 
the  experience  of  the  past  four  or  five  years  will  enable 
the  company  (under  the  statute)  to  temporarily  utilize 
eight  or  nine  hundred  dollars  a  year  toward  the  installa- 
tion of  meters  without  the  necessity  of  is'suing  securities 
to  secure  the  capital  therefor.  The  Board  therefore 
RECX)MMENDS  that  the  company  now  begin  to  install  at 
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least  fifty  meters  per  annum,  beginning  first  with  such 

customers  as  it  has  reason  to  believe  are  wasting  water 

and  then  supplying  applicants  up  to  the  limit  of  its 

ability." 

The  company  refuses  to  install  any  meters  in  private  dwelling 

houses  imtil  it  has  metered  all  boarding  or  tenement  houses  and 

business  places.     Such  places  are  undoubtedly  appropriate  for 

meters,  but  the  Board  in  pointing  out  that  fact  did  not  give  the 

company  permission  to  deny  the  installation  of  meters  in  other 

appropriate  places.     It  suggested  the  company  should  install  at 

least  fifty  meters  per  annum  as  a  minimum,  beginning  first  with 

such  customers  it  had  reason  to  believe  were  wasting  water.  Frcmi 

the  statement  of  the  president  of  the  company,  it  is  apparent  that 

very  few  meters  are  being  installed  anywhere.    On  page  20  of 

the  testimony  the  following  appears : 

"Commissioner   Wright — How   many   meters  have 
you  installed  since  July,  1920? 

"Mr.  Shreve — I  couldn't  tell  you  the  number. 
"Commissioner  Wright — ^Approximately? 
"Mr.  Shreve — No;  I  couldn't.     I  think  somewhere 
around  a  dozen,  I  presume.    I  can't  tell  exactly." 
It  is  evident  that  the  company  is  not  making  a  proper  endeavor 
to  meter  its  system.     Accordii^  to  the  statement  of  its  own 
officials  it  has  water  meters  on  hand  that  can  be  installed  at  any 
time.    Under  such  circumstances,  we  shall  not  hesitate  to  make 
an  order  requiring  the  installation  of  a  proper  water  meter  in 
Mr.  Browne's  residence. 
Dated  October  28,  1920. 

ORDER. 

This  case  having  been  duly  heard  and  submitted  by  the  parties, 
and  full  investigation  of  the  matters  and  things  involved  having 
been  had,  and  the  Board  having,  on  the  date  hereof,  made  and 
filed  a  report,  containing  its  findings  of  fact  and  conclusions 
thereon,  which  said  report  is  hereby  referred  to  and  made  a 
part  hereof,  the  Board  of  Public  Utility  Commissioners 
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Hereby  orders  the  Mount  Holly  Water  Company,  upon  re- 
quest of  George  I.  Bowne  therefor,  to  install  a  meter  to  measure 
water  used  at  his  premises,  33  Union  Street,  Mount  Holly,  New 
Jersey,  and  to  charge  for  water  used  in  accordance  with  the 
company's  rate  for  metered  service. 

This  Order  shall  become  effective  November  20,  1920. 

Dated  October  28,  1920. 


No.  861. 

In  the  Matter  of  the  Appucation  of  the  Middi^esex 
Water  Company  for  Revised  Schedui<e  of  Rates. 

1.  A  water  company  proposes  to  eliminate  a  discount  of  five  per  cent, 
.allowed  on  all  bills  paid  on  or  before  the  fifteenth  of  the  month  in  which  the 

bill  is  rendered  and  to  add  a  surcharge  of  fifteen  per  cent,  to  all  bills,  the 
surcharge  to  be  omitted  as  soon  as  bituminous  coal  is  available  at  $8.50  per 
net  ton,  delivered  at  pumping  station. 

2.  In  a  prior  case  the  value  new  of  the  tangible  property  less  depreciation 
was  fixed  at  $1,204,000  as  of  June  30,  1920.  From  this  is  deducted  $89,000, 
the  investment  of  another  water  company  in  a  plant  of  the  petitioner. 

3.  The  application  of  the  company  is  denied  and  a  rate  schedule  is  fixed  to 
meet  operating  expenses,  depreciation  and  taxes  and  provide  a  return  of 
seven  per  cent,  on  the  value  of  the  company's  property. 

Frank  Bergen,  Foster  M.  Voorhees  and  Clement  K.  Corbin, 
for  the  Petitioner. 

IV.  Benner,  for  the  Borough  of  Metuchen. 

B.  B.  Hood,  for  the  U.  S.  Metals  Refining  Co.  of  Chrome. 

On  July  21  the  Middlesex  Water  Company  submitted  an  in- 
creased rate  for  water  furnished  throughout  the  territory  supplied 
by  that  company  in  Piscataway  Township,  Borough  of  Metuchen, 
Raritan  Township,  Woodbridge  Township  and  Borough  of 
Roosevelt,  all  in  Middlesex  County. 
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The  present  rate  schedule  was  filed  on  March  29,  1920,  and 
approved  by  the  Board  on  June  22,  1920,  to  take  effect  on  July  i. 
These  rates  of  the  company  are  as  follows : 

WATER   FOR  CONSTRUCTION   PURPOSES. 

Bricks  for  paving,  dwellings,  public  buildings,  etc.,  $0.12  per 

1,000  bricks. 
Concrete  curbing,   14  per 

100  lineal  feet  6"  wide. 
Concrete  curbing,   '. 17  per 

100  lineal  feet  more  than  6"  wide. 
Concrete  gutters 17  per 

100  sq.  ft.  up  to  4"  in  thickness. 
Concrete  gutters,    20  per 

100  sq.  ft.  more  than  4"  in  thickness. 
Concrete  sidewalks,   17  PC 

100  sq.  ft.  up  to  4"  in  thickness. 
Concrete  sidewalks,  20  per 

100  sq.  ft.  more  than  4"  in  thickness. 
Concrete  flooring,  17  per 

100  sq.  ft.  up  to  4"  in  thickness. 
Concrete  flooring,  20  per 

100  sq.  ft.  more  than  4"  in  thickness. 
Frame  dwellings,    8.50  per 

building. 
Concrete  for  building  and  other  structures, 07  per 

cu.  yd. 
Plaster,     42  per 

100  sq.  yd. 
Hollow  tile,    04  per 

100  tile. 
Stucco .        .42  per 

100  sq.  yd. 
Stone  masonry,   08  per 

cu.  yd. 
Steam  engines,  road  rollers,  hoisting  engines,  steam  shovels,  etc., . .      2.00  per 

week. 
Sprinkler  carts,   i.oo  per 

day. 
Minimiun  rate  is  $2.50  for  water  furnished  under  each  application. 

The  quantity  of  water  sold  under  the  above  schedule  is  very  small,  and  no 
increase  is  proposed  in  the  new  schedule  over  the  rates  now  in  effect 
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FIRE  SERVICE. 

Fire  hydrants  (public  or  private) — Present  rate,  $25  per  annum;  proposed 
rate,  $50  per  annum. 

METERED   SERVICE— PRESENT  RATES. 

The  following  rates  are  charged  for  water  supplied  through  each  meter 
per  quarter: 

25c      per  100  cubic  feet  for  the  first  15,000  cubic  feet  or  less  in  any  quarter 

year. 
20c      per  100  cubic  feet  for  the  next  135,000  cubic  feet  or  less,  in  excess  of 

15,000  cubic  feet,  in  any  quarter  year. 
15c      per  100  cubic  feet  for  the  next  700,000  cubic  feet  or  less,  in  excess  of 

150,000  cubic  feet,  in  any  quarter  year. 
I2^c  per  100  cubic  feet  for  the  next  1,500,000  cubic  feet  or  less,  in  excess  of 

850,000  cubic  feet,  in  any  quarter  year. 
IOC      per  100  cubic  feet  for  all  consumption  in  excess  of  2>35O|O0O  cubic  feet 

in  any  quarter  year. 

A  minimum  charge  of  $2.50  per  quarter  will  be  made,  regardless  of  the 
amotmt  of  water  used. 

A  discount  of  five  per  cent,  is  allowed  on  all  hills  paid  on  or  before  the 
fifteenth  of  the  month  in  which  the  bill  is  rendered. 

The  new  rates  provide  for  the  eliminatiQii  of  this  discount  and  that  ''a 
surcharge  of  fifteen  per  cent,  will  be  added  to  all  bills.  This  surcharge  to  be 
omitted  as  soon  as  bituminous  coal  is  available  at  $8.50  per  net  ton,  delivered 
at  our  pumping  station." 

The  company  asks  that  these  rate  increases  be  approved  in 
order  to  meet  the  increased  operating  expenses  incurred  since 
the  former  rates  were  filed,  the  increase  being  largely  due  to 
the  increased  cost  of  coal. 

An  appraisal  of  the  property  was  submitted  in  the  prior  case 
and  the  value  new  of  the  tangible  property  less  estimated  depre- 
ciation was  fixed  at  $1,204,000  as  of  June  30,  1920.  This  amount 
includes  the  investment  of  the  Elizabethtown  Water  Company  in 
the  Park  Avenue  plant  of  the  petitioner  amounting  to  $89,000. 

The  company  has  submitted  an  exhibit,  designated  as  P-2, 
which  shows  that  a  revenue  of  $326,120  is  required  to  meet  the 
present  expenses  of  the  company  and  return  seven  per  cent,  on 
a  rate  base  of  $1,204,000,  or  a  total  required  of  $338,160  on 
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the  basis  of  an  eight  per  cent,  return  on  this  rate  base.     The 
estimated  revenue  under  the  schedule  as  filed  is  $327,551. 

At  the  time  of  the  hearing  and  in  a  brief  subsequently  filed, 
coimsel  for  the  Borough  of  Metuchen  raised  no  question  with 
respect  to  the  amount  of  revenue  which  the  compwiny  (Exhibit 
P-2)  indicated  is  required,  but  stated  "while  it  probably  will  be 
necessary  to  raise  $326,120  per  year  to  take  care  of  the  total 
operating  expenses  and  pay  a  just  return  on  the  rate  base,  the 
method  of  raising  this  required  sum  as  outlined  in  the  petition 
in  question  is  erroneous."  A  memorandum  was  filed  in  this 
case  by  counsel  for  the  Borough  of  Roosevelt  Industrial  Asso- 
ciation, in  which  it  is  also  conceded  that  it  is  necessary  for  the 
company  to  receive  additional  income  to  meet  its  increased 
operating  expenses,  but  in  which  the  distribution  of  the  increased 
expenses  estimated  by  the  company  among  its  various  consumers 
is  also  criticised  and  the  suggestion  is  made  that  "any  schedule 
of  rates,  based  on  an  increase  in  the  cost  of  coal  under  the  cir- 
cumstances cited  by  the  petitioner  must  be  of  a  sliding  scale 
type."    Both  of  these  criticisms  merit  consideration. 

In  the  Board's  report  of  June  22,  1920,  it  was  found  that  the 
cost  of  supplying  water  to  the  EHzabethtown  Water  Company 
with  the  operating  expenses  as  indicated  in  that  case  was  equal 
to  approximately  the  price  which  was  being  paid  by  the  Elizabeth- 
town  Water  Company  for  the  service  rendered.  In  the  present 
case  the  principal  increase  in  cost  is  due  to  the  fuel  cost  which 
adds  to  the  expense  of  pumping  water  furnished  to  the  EHza- 
bethtown Water  Company  in  the  same  manner  as  the  cost  is 
increased  for  the  other  consumers  of  the  Middlesex  Water  Com- 
pany: hence  it  is  essential  to  determine  the  additional  cost  of 
supplying  water  to  the  EHzabethtown  Water  Company  from  the 
two  pumping  stations  of  the  petitioner  and  to  apportion  this  part 
of  the  increased  expense  to  that  company  and  the  balance  to  the 
other  customers  of  the  Middlesex  Water  Company 
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ADDITIONAL  COST  OF  SUPPLYING  WATER  TO  THE  ELIZABETHTOWN 

WATER  COMPANY. 

As  Stated  in  the  Board's  report  in  the  prior  case,  dated  June 
22,  1920,  exhibits  designated  as  Woodbridge  i  and  2  in  that 
case  showed  the  cost  of  supplying  water  to  the  Elizabethtown 
Water  Company  from  the  two  pumping  stations  compared  with 
the  price  received,  which,  as  stated  above,  were  approximately 
the  same.  In  view  of  the  indications  in  the  present  case  that 
a  fwirt  of  the  additional  cost  must  be  assigned  to  the  service 
rendered  to  the  Elizabethtown  Water  Company,  the  calculations 
contained  in  the  two  exhibits  mentioned  have  been  checked  and 
revised  in  certain  details  in  order  to  obtain  with  more  accuracy 
the  additional  cost  above  the  price  fwiid  and  under  the  conditions 
prevailing  prior  to  the  increases  upon  which  this  present  applica- 
tion is  based.  In  the  two  exhibits  mentioned  the  capital  cost,  the 
rate  of  return  and  amortization  do  not  correspond  exactly  with 
the  findings  in  the  Board's  report,  nor  does  any  part  of  the 
capital  cost  of  the  20-inch  cast  iron  pipe  line  which  connects  the 
Park  Avenue  Station  and  the  transmission  main  belonging  to 
the  Elizabethtown  Water  Company  appear  to  be  included.  After 
making  adjustments  for  these  items  and  computing  the  carrying 
cost  of  the  Elizabethtown  Water  Company  investment  at  seven 
per  cent.,  it  is  apparent  that  the  increased  cost  of  this  service 
amounted  at  that  time  to  approximately  $2.40  per  million  gallons 
at  the  Rahway  plant  and  to  approximately  $1.40  from  the  Park 
Avenue  plant.  These  amounts  do  not  differ  greatly  from  the 
two  exhibits  mentioned  above  and  in  the  prior  case  were  consid- 
ered small  enough  to  be  disregarded.  It  appears  proper,  how- 
ever, to  include  these  amounts  with  the  additional  expenses  now 
properly  chargeable  to  the  Elizabethown  Water  Company's 
service. 

The  added  increase  in  expenses  at  the  present  time  may  be 
determined  on  the  basis  of  the  cost  of  operating  the  petitioner's 
two  pumping  plants  in  the  year  1919,  all  of  which  is  a  matter  of 
record  in  the  prior  case  and  in  the  annual  reports  filed  with 
the  Board. 
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Pumpage  in  1919  (in  thousand  gallons),. 
Coal  (in  2,006  lb.  tons), 

(Apportionment  between  two  stations, 
made  on  basis  of  cost  shown  in 
Woodbridge  Exhibits  i  and  2  in 
prior  case.) 

Coal  per  million  gallons  (in  tons),  

Water  supplied  to  Elizabethtown  Water 

Co.,  1919  (in  million  gallons), 

Additional  estimated  for  1920 — Ex.  P-2, 

revised,  prior  case, 

Total    estimated    for    1920    (in    million 

gallons), 

Coal  required   for  Elizabethtown  Water 

Co.  (tons),  

Increased  cost  of  fuel  coal  per  ton, 

Total  increase  in  coal,  

Increase  per  million  gallons, 

Excess  costs  above  selling  price  not  allo- 
cated in  prior  case 


Park  Av, 

Rahway. 

Total. 

1,673.237 

i,49B,444 

3,171,681 

4,323 

1,928 

6.251 

2.5836 

448.5 
90 

533.5 

1,391 

$5.46 

$7o95oo 
$14.10 

$1.40 

$15.50 


1.2866* 
818.6 
90 

908.6 
1,169 


1,267.1 

180 
1,447.1 
2,560. 


$5.46        

$6,383.00      $13,978.00 


$7.03 


$9.66t 


Total  per  million  gallons, 

Total  additional  coal  costs  and  those  not 
allocated  to  Elizabethtown  Water  Co. 
in  prior  case,  $8,347.00 


$9.40 


5,541.00      $16,888.00 


♦Without  booster, 
t  Average. 

In  arriving  at  the  above  figures  the  cost  of  pumping  water 
at  Rahway  is  estimated  cm  the  basis  of  present  fuel  consumption 
including  the  booster  pump  now  installed  at  that  station,  the 
water  pressure  formerly  furnished  before  the  installation  of  the 
booster  pump  being  adequate  for  the  supply  of  the  Elizabeth- 
town  Water  Company. 

In  a  similar  manner  increases  in  expense  for  sulphate  of 
aluminum  at  the  Rahway  plant  and  in  salaries  and  wages  and 
in  cost  of  miscellaneous  supplies  are  apportioned  to  the  Elizabeth- 
town  Water  Company  on  the  basis  of  the  relative  amounts  of 
the  water  pumped.  A  summary  of  these  increased  costs  and 
the  total  allocation  to  the  Elizabethtown  Water  Company  is 
given  below. 
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Proportion  Proportion 

Total  Chargeable  Chargeable 

Item.                               Increase  to  Elisabeth-  to  Other 

Ex.  P-2.  town  W.  Co,  Consumers. 

Coal.     $45,045              $16,888*  $28,157 

Sulphate  of  Aluminum, 1,200                    727  473 

Salaries, 4,500                  1,500  3,000 

Miscellaneous  Supplies, 1,500                    500  1,000 

$52,245              $19,615  $32,630 
Deduction   indicated   in   next   para- 
graph,             5,000            5,000 

$47,245  $27,630 

From  an  investigation  made  by  the  Board's  engineers,  it  ap- 
pears that  a  part  of  the  increased  tonnage  of  coal  now  used  at 
the  Rahway  Station  and  which  is  estimated  at  the  rate  of  two 
thousand  tons  per  year,  could  reasonably  be  saved  by  a  more 
economical  operation  of  this  station,  which  results  should  be 
obtained  in  the  near  future.  As  the  entire  cost  of  this  additional 
coal  is  charged  against  the  "other  consumers,'*  indicated  in  the 
above  table,  the  saving  which  should  be  eflfected  is  credited  to 
these  consumers,  to  the  amount  which  is  above  deducted,  i.  e.,. 
$5,000.  This  amount  represents  approximately  350  tons  of  coal 
at  present  prices. 

Table  I,  on  attached  sheet,  indicates  that  the  total  revenue  re- 
quired on  the  basis  of  a  seven  per  cent,  return  on  the  rate  base 
determined  in  the  prior  case,  is  $314,890  as  compared  with 
$326,120,  estimated  by  the  petitioner,  and  Table  II  indicates  a 
total  revenue  to  be  collected  of  $315,985,  as  compared  with 
about  $327,000  estimated  in  Exhibit  P-2.  The  increases  indi- 
cated for  the  various  classes  of  service  rendered  by  the  company 
in  Table  II  provide  for  the  elimination  of  the  five  per  cent.,, 
prompt  payment  discount  (deducted  from  the  bills  for  metered 
private  service  at  the  present  time)  and  an  increase  in  the  base 

♦Includes  $2,910  for  expenses  other  than  coal  as  shown  in  tabulation  on 
preceding  page. 
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rates  of  approximately  three  and  one-half  per  cent.  In  applying 
this  increase  the  Board  is  of  the  opinion  that  the  schedule  of 
charges  to  be  filed  by  the  company  should  include  this  amount 
added  to  the  base  rates  in  cents  rather  than  as  a  percentage,  and 
also  that  provision  should  be  made  for  the  automatic  change  in 
this  rate  with  an  increase  or  decrease  in  the  price  of  coal  delivered 
to  the  company's  plants.  For  reasons  stated  in  the  report  dated 
Jtme  22,  1920,  in  the  matter  of  the  application  of  Public  Service 
Cas  Company  for  permission  to  file  an  amendment  to  its  schedule 
of  rates,  this  coal  clause  will  not  be  made  applicable  to  the  cus- 
tomers whose  use  of  water  comes  entirely  within  the  first  block. 
The  increased  cost  of  billing  alLof  the  small  consumers  of  the 
company  if  an  adjustment  were  made  for  a  diflference  in  the 
coal  cost  for  each  of  these  consumers  would  offset  part  of  the 
saving  realized  from  the  decreased  price  of  coal,  and  it  there- 
fore appears  best  to  make  the  adjustment  for  these  consumers  in 
the  manner  indicated  in  the  petition,  i.  e.,  when  the  price  of  coal 
delivered  to  the  company's  plant  returns  to  a  figure  of  $8.50 
per  ton. 

RATE    FOR    FIRE    HYDRANTS. 

The  present  charge  for  both  municipal  and  private  fire  hydrants 
is  $25  per  hydrant.  No  change  in  this  rate  was  proposed  or 
made  in  the  prior  application.  In  the  present  application  it  is 
proposed  that  this  rate  should  be  increased  to  $50  per  hydrant. 
This  represents  an  increase  of  one  hundred  per  cent.,  as  com- 
pared with  a  proposed  increase  in  rates  for  metered  service  of 
twenty-one  per  cent.,  and  as  compared  with  an  increase  allowed 
of  approximately  nine  per  cent,  (after  allocating  a  proportionate 
part  of  the  increased  cost  to  the  Elizabethtown  Water  Company), 

Testimony  was  given  to  show  that  the  total  revenue  received 
from  this  service  is  a  much  smaller  percentage  of  the  total  revenue 
collected  than  is  the  case  with  many  other  water  companies.  In 
view  of  the  above  and  the  fact  that  no  increase  wa?  made  in  the 
prior  rate  increase,  the  Board  is  of  the  opinion  that  this  rate  may 

28 
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reasonably  be  increased  twenty  per  cent,  at  the  present  time,  to 
a  total  of  $30,000  per  year. 

The  estimate  for  revenue  from  municipal  water  service  in  the 
prior  case  was  $7,500.  This  estimate  evidently  includes  both 
municipal  and  private  hydrants,  as  the  1919  annual  report  shows 
only  258  municipal  fire  hydrants,  whereas  300  would  be  necessary 
at  the  old  rate  of  $25  to  provide  $7,500  revenue.  Exhibit  P-2 
in  the  present  case  bases  the  increased  revenue  estimate  on  255 
municipal  and  72  private  hydrants.  The  increased  revenue  from 
hydrants  will  be  as  follows: 

300  hydrants  increased  $5.cx>  each,   $1,500.00 

27  additional  hydrants  @  $30.00  each,  810.00 

Total  increase,    $2,310.00 

CONCLUSIONS. 

The  Board  therefore  finds  and  determines : 

( 1 )  That  the  petition  should  be  and  is  hereby  dismissed. 

(2)  That  the  company  may  file  the  following  schedule  of 
rates,  effective  with  sales  of  water  for  the  period  beginning 
October  i,  1920: 

(a)  Miscellaneous  Water  Service  (water  used  for  construc- 
tion purposes). 

(b)  Fire  Hydrants  (public  or  private),  $30  per  hydrant  per 
annum. 

(e)   Metered  Service. 

$2.60  per  thousand  cubic  feet  for  the  first  15,000  cubic  feet  or  less  in  any 

quarter  year. 
$2.10  per  thousand  cubic  feet  for  the  next  135,000  cubic  feet  or  less  in  any 

quarter  year. 
$1.55  per  thousand  cubic  feet  for  the  next  700,000  cubic  feet  or  less  in  any 

quarter  year. 
$1.30  per  thousand  cubic  feet  for  the  next  1,500,000  cubic  feet  or  less  in  any 

quarter  year. 
$1.04  per  thousand  cubic  feet  for  all  consumption  in  excess  of  2,350,000  cubic 

feet  in  any  quarter  year. 
A  minimum  charge  of  $2.50  per  quarter,  regardless  of  the  amount  of  water 

used. 


Digitized  by 


Google 


Board  of  Pubuc  Utiuty  Commissioners.  435 

Middlesex  Water  Co. — Rates. 

(d)  Coal  Clause  Applying  to  All  Cutomers  iJsing  in  Excess 
of  15,000  cubic  feet  per  quarter. 

For  each  decrease  of  forty-one  cents  (41c.)  in  the  cost  of  coal 
per  ton  of  two  thousand  pounds  delivered  at  the  company's  plant 
from  $13.96  per  ton,  a  discount  of  one  per  cent,  shall  be  made  on 
the  total  amount  of  all  bills  rendered  for  water  in  excess  of 
15,000  cubic  feet  per  quarter. 

For  each  increase  of  forty-one  cents  (41c.)  in  the  cost  of  coal 
per  ton  of  two  thousand  pounds  delivered  at  the  company's  plant 
from  $13.96  per  ton  a  surcharge  of  one  per  cent,  shall  be  made 
on  the  total  amount  of  all  bills  rendered  for  water  in  excess  of 
15,000  cubic  feet  per  quarter. 

When  and  if  the  price  of  coal  per  ton  of  2,000  pounds,  de- 
livered at  the  company's  plant,  is  reduced  to  $8.50  per  ton,  the 
charge  for  all  customers  using  15,000  cubic  feet  or  less  per 
quarter  year  shall  be  reduced  to  the  base  rate  of  $2.50  per 
thousand  cubic  feet,  less  ten  per  cent,  discount  on  all  bills  paid 
within  ten  days  after  the  bill  is  actually  rendered 

Beginning  with  the  month  ending  October  31,  1920,  the 
petitioner  shall  file  in  duplicate  for  each  calendar  month  with 
the  Secretary  of  the  Board  of  Public  Utility  Commissioners  the 
following  information,  verified  by  a  responsible  official  of  the 
company  before  an  officer  qualified  to  take  affidavits,  viz.  : 

(a)  With  respect  to  each  individual  firm  or  corporation  which 
furnished  coal  on  which  an  adjustment  of  the  bills  rendered  may 
be  based: 

(i)  Name  and  address. 

(2)  Tons  of   coal   furnished   during  the  calendar 
month. 

(3)  The  true  cost  per  ton  of  2,000  pounds,  actually 
paid  or  to  be  paid. 

(4)  The  point  of  shipment  and  point  of  delivery. 

(5)  The  freight  to  destination. 

(6)  The  cost  of  cartage,  etc.,  alongside  the  pump- 
ing station  or  stations. 
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(b)  The  determination  of  the  average  price  of  coal  delivered 
alongside  the  pumping  station  or  stations  of  the  utility  shall  be 
made  for  each  billing  period  and  the  details  of  the  calculation  by 
which  the  average  price  is  arrived  at  shall  be  filed. 

If,  for  any  reason,  the  utility  cannot  ascertain  the  correct 
average  cost  at  a  sufficiently  early  date  for  billing,  the  average 
cost  for  the  preceding  billing  period  may  be  used,  provided  suit- 
able adjustments  are  made  to  all  accounts  aflfected  thereby  for  the 
next  succeeding  period  or  provided  the  same  plan  is  followed  con- 
sistently for  each  billing  period. 

(c)  The  total  amount  of  consumers'  bills  rendered  to  which 
the  discount  or  surcharge,  if  any,  is  applicable. 

(d)  The  total  amount  of  water  pumped  at  each  station,  with 
proper  correction  for  slip,  during  the  period  to  which  the  date 
furnished  under  (a)  and  (b)  apply. 

Acceptance  by  the  company  of  the  increases  herein  allowed 
will  therefore  be  taken  as  a  stipulation  that  abrogation  or  modifi- 
cation of  the  same  may  be  made  as  and  if  conditions  as  indicated 
by  operating  results  warrant. 

Beginning  at  the  effective  date  of  said  schedule  of  rates,  the 
company  is  to  render  reports  quarterly  to  the  Board  showing  the 
Operating  Revenues,  Operating  Deductions,  excluding  General 
Amortization,  Non-Operating  Income,  Income  Deductions  and 
balance  available  for  Amortization,  Dividends  and  Surplus  for 
each  succeeding  calendar  month  with  comparison  with  the  figures 
for  the  corresponding  month  of  191 9,  and  the  Board  will  retain 
jurisdiction  over  the  rates  as  here  api>roved,  for  the  purpose  of 
modifying  or  abrogating  them  as  and  if  the  conditions  change. 

Dated  October  28,  1920. 
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Middlesex  Water  Co.— Rates. 
TABLE  I. 

REVENUE  REQUIRED.* 

Revenue  deductions,   1919,    $151,980 

Estimated  excess  cost  for  year  1920  (prior  case), 37,6i5 


Total  estimated  revenue  deductions,  $189,595 

Increases  over  previous  estimate,  1920 — 

Sulphate  of  aluminum,   $1,200 

Salaries  and  wages, 4,500 

Misc.   supplies,    i,500 

Coal  per  ton  at  mine, $8.75 

Freight,   3.71 

Cartage,     1.50 


$13.96 
Estimate  in  prior  case, 8.50 


8,250  tons  @  $5.46       $45»045 

Less  estimated  coal  saving,  Rahway  plant,  5,000 


40,045 


Total  increase  in  expenses,   ^ $47,245         47,245 


Total  revenue  deductions,   . ; $236,840 

Annual  amortization,  1.1%  of  $1,060,800,  included  above. 
Taxes  included  above. 

7%  return  on  capital  of  $1,204,000,  $84,280 

Less  7%  on  $89,000,  Elizabethtown  Water  Company  in- 
vestment,       6,230 

78,050 


Total  revenue  requirements  on  above  basis $314,890 

Revenue  indicated  at  rates  approved,  $315,985 


♦Board's  report  of  June  22,  1920,  prior  case,  and  Ex.  P-2,  present  case. 
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TABLE  II. 

REVENUE  TO  BE  COLI^ECTED  FROM  RATES.* 

Small  consumers,  est.  in  prior  case,  $63,996 

Large  consumers,  est.  in  prior  case,  138,183 


Total,  with  5%  discount  deducted  as  estimated  An  Board's  re- 
port, 6-22-20 $202,179 

Increases,  Metered  Service — 

Omission  of  5%  discount,   $10,641 

Additional  revenue  estimated  in  Ex.  P-2, 

15%  of  $212,820,   $31,923 

Less  portion  allocated   to   Eliza- 
bethtown  Water  Co.,   $19,615 

Less  deduction  made  for  saving 

in  coal 5,000 

24,615 


Net    increase    other    metered    service,    approx. 
3.5%  of  $212,820 7,308 


Total   increase   metered   service,   exclusive  of   deductions 
shown  above,  17,949 


Total  revenue  metered  service  as  above, $220,128 

Municipal  water  service  (hydrant  rentals),  est.  in  prior  case, 7,5oo 

Miscellaneous  water  service,  est.  in  prior  case, 1,200 

Miscellaneous  operating  revenue,  est.  in  prior  case, 1,245 

Increases — 

255  municipal  fire  hydrants,  from  $25  to  $30^ $1,275 

45  private  fire  hydrants,  $25  to  $30, 225 

27  private  fire  hydrants,  not  included  above,  at  $30,. .  810 


2,310 

Estimated  from  Elizabethtown  Water  Co.  in  prior  case,  57,887 

Increased  cost  due  to  supply  of  Elizabethtown  Water  Co., 19,615 

Revenue  from  new  customer,  Am.  Cyanide  Co.,  est.  in  Ex.  P-2  as 
$6,800  at  rates  proposed.  Subtract  deduction  made  acct.  appor- 
tionment to  Elizabethtown  Water  Co.,  etc.,  approximately  10% 
revenue,  will  be  approx 6,100 


$315,985 


♦Board's  report,  6-22-20,  and  Exhibits  P-2  and  P-3,  revised,  prior  case.    Ex. 
P-2  in  this  case. 
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Bloomingdale  vs.  N.  Y.,  S.  &  W.  R.  R.  Co. 


No.  852. 

Borough  of  Bloomingdale 

vs. 

New  York^  Susquehanna  and  Western  Railroad  Co. 

1.  The  problem  of  preventing  misuse  by  irresponsible  persons  is  one  in- 
cident to  all  stations  where  the  travel  reasonably  requires  a  station  build- 
ing but  is  not  sufficient  to  warrant  the  employment  of  a  station  agent.  In 
such  cases  there  should  be  co-operation  between  the  railroad  company  and 
the  local  police  authorities. 

2.  An  order  is  entered  requiring  a  railroad  company  to  thoroughly  clean 
at  least  twice  each  day  a  non-agency  station;  to  improve  its  lighting  and  to 
afiFord  additional  train  service  thereat. 

/.  W.  DeYoe,  for  the  Petitioner. 

G.  R,  James,  for  the  Company. 

The  petition  in  this  matter  states  that  Bloomingdale  is  a 
station  on  the  New  York,  Susquehanna  and  Western  Railroad  be- 
tween Pompton  Lakes  Junction  and  Butler;  that  about  1,200 
inhabitants  reside  in  the  vicinity  of  the  station;  that  a  large 
number  are  commuters  on  the  New  York,  Susquehanna  and 
Western  Railroad  and  use  the  station;  that  each  day  during 
the  winter  months  of  1919  and  1920  from  about  24  to  65 
passengers  use  the  train  leaving  Bloomingdale  at  about  7:00 
A.  M.  going  east,  and  that  other  trains  stopping  at  said  station 
are  also  well  patronized  and  that  said  patronage  is  largely  in- 
creased during  the  summer  months. 

It  is  alleged  that  the  station  building  is  old  and  dilapidated 
without  an  agent  in  charge,  and  that  it  is  in  a  filthy  and  unsani- 
tary condition,  and  that  fire  is  not  maintained  during  the  winter 
season. 

It  is  further  alleged  that  tTie  train  service  is  inadequate. 

The  Board  is  asked  to  require  the  company  to  furnish  safe, 
adequate  and  proper  station  service  and  compel  the  company 
to  stop  train  No.  904  going  east,  arriving  at  Bloomingdale  about 
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7:48  A.  M.  and  train  No.  919  going  west  to  stop  at  the  station. 
In  reply  the  company  contends  that  travel  to  and  from  Bloom- 
ingdale is  so  light  there  is  no  justification  for  the  employment 
of  an  agent  at  the  station,  and  that  the  train  servicers  adequate 
to  reasonably  accommodate  the  traffic.  On  the  issue  joined  hear- 
ing has  been  held,  at  which  the  petitioner  and  the  respondent 
were  represented. 

The  evidence  adduced  at  the  hearing  showed  clearly  that 
the  station  was  not  properly  cleaned;  that  at  times  it  was  imfit 
for  those  waiting  for  trains.  This  has  been  recognized  by  the 
railroad  company  which  after  the  hearing  advised  the  Board 
that  arrangements  had  been  made  to  see  that  the  station  is 
cleaned  twice  daily  and  kept  in  a  neat  and  sanitary  condition. 
The  evidence  did  not  show  the  receipts  to  be  such  as  would 
justify  the  Board  in  ordering  the  company  to  keep  a  station 
agent  on  duty  during  the  hours  the  station  is  open. 

It  seems  to  us  that  the  problem  of  preventing  misuse  by  ir- 
responsible persons  is  one  incident  to  all  stations  where  the 
travel  reasonably  requires  a  station  building,  but  is  not  sufficient 
to  warrant  the  employment  of  a  station  agent.  In  such  cases 
there  should  be  co-operation  between  the  railroad  company 
and  the  local  police  authorities.  Arrest  of  persons  improperly 
using  the  station  would  probably  prevent  the  defilement  of  which 
complaint  is  made. 

Co-operation  between  the  railroad  company  and  the  local  au- 
thorities to  prevent  misuse  of  the  station  is  recommended.  The 
station  should  be  kept  heated  in  winter  and  this  can  be  easily 
arranged  for  by  the  company  without  keeping  an  employee 
in  constant  attendance. 

Complaint  that  the  interior  of  the  station  is  dark  appears  to 
be  well  founded.  A  light  should  be  maintained  inside  the  build- 
ing and  an  additional  window  placed  in  the  bade  of  the  waiting 
room. 

With  heat  maintained  in  the  winter,  the  station  kept  clean 
and  the  lighting  improved,  the  objections  as  to  station  conditions 
should  be  overcome. 
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Train  service  is  afforded  at  the  station  westbound  between 
8  :oo  A.  M.  and  8:00  P.  M.  as  follows :  8:33  A.  M.,  12  :o2  P.  M., 
3 :2o  P.  M.,  5  49  P.  M.,  and  7 :2g  P.  M. 

We  are  of  the  opinion  that  the  plea  that  train  No.  919  west- 
bound be  stopped  is  reasonable  and  should  be  allowed.  This 
train  leaves  Jersey  City  at  5 124  P.  M.  and  makes  all  stops  be- 
tween Midland  Park  and  Butler  with  the  exception  of  Bloom- 
ingdale.  Pompton  Junction,  the  first  station  east  of  Blocmiing- 
dale,  is  a  flag  stop  for  this  train,  and  we  are  of  the  opinion  that 
the  reasonable  convenience  of  the  passengers  warrants  making 
Bloomingdale  a  flag  stop  for  this  train. 

There  is  no  eastbound  train  service  between  6 157  A.  M.  and 
9:55  A.  M.     Train  904,  which  the  petitioners  want  stopped, 
passes  Bloomingdale  about  7  47  A.  M.,  arriving  at  Jersey  City 
at  9  :o8  A.  M.    This  train  stops  at  22  stations  between  Strouds- 
burg  and  Butler,  the  first  station  west  of  Bloomingdale.    It  is  our 
opinion  that  this  train  should  be  stopped  at  Bloomingdale  on  flag. 
It  seems  to  us  the  testimony  at  the  hearing  warrants  the 
making  of  flag  stops  for  this  train  and  for  919  westbound. 
An  order  consistent  herewith  will  issue. 
Dated  November  4,  1920. 

ORDER. 

This  case  being  at  issue  upon  complaint  and  answer  on  file 
and  having  been  duly  heard  and  submitted  by  the  parties,  and  full 
investigation  of  the  matters  and  things  involved  having  been 
had,  and  the  Board  having,  on  the  date  hereof,  made  and  filed 
a  report,  containing  its  findings  of  fact  and  conclusions  thereon, 
which  said  report  is  hereby  referred  to  and  made  a  part  hereof, 
the  Board  of  Public  Utility  Commissioners  finds  and  determines 
that  the  New  York,  Susquehanna  and  Western  Railroad  Com- 
pany does  not  provide  at  its  station  at  Bloomingdale  safe,  ade- 
quate and  proper  service,  and 

Hereby  orders  and  directs  the  New  York,  Susquehanna  and 
Western  Railroad  Company, 
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1.  To  thoroughly  clean,  at  least  twice  each  day,  its  station 
at  Bloomingdale. 

2.  To  place  an  additional  window  in  the  back  of  the  waiting 
room  of  the  said  station  and  maintain  an  artificial  light  therein 
during  the  time  the  station  is  open,  outside  of  daylight  hours. 

3.  To  keep  the  station  heated  when  the  temperature  is  such 
that  artificial  heat  is  provided  in  the  other  stations  of  the  said 
company. 

The  Board  further  orders  and  directs  the  New  York, 
Susquehanna  and  Western  Railroad  Company  to  stop  on  flag 
signal,  at  its  station  at  Bloomingdale,  its  trains  No.  919  west- 
bound and  No.  904  eastbound,  this  to  be  in  addition  to  passenger 
train  service  now  aflforded  at  the  said  station  by  the  said  com- 
pany. 

This  order  shall  become  effective  November  26,  1920. 

Dated  November  4,  1920. 


No.  863. 

Residents  of  Laurel  Springs  and  Clementon  Township 

vs. 
New  Jersey  Gas  Company 

AND 

Glendora-Chews  ImprovemEiNT  Association 

vs. 

New  Jersey  Gas  Company 

1.  Complaint  is  made  of  the  service  aflforded  by  a  gas  company.  The 
company  contends  that  it  is  unable  to  finance  the  improvement  necessary  for 
the  provision  of  adequate  service. 

2.  The  Board  has  given  this  contention  due  consideration  but  it  is  not  satis- 
fied that  it  can  or  should  be  accepted  as  an  excuse  for  the  further  continuance 
of   intolerable  conditions   resulting    from    inadequate    service. 

3.  The  company  voluntarily  assumed  the  obligation  of  supplying  gas  to 
the  communities  from  which  the  complaints  come.  In  the  construction  of 
the  plant,  mains  were  installed  with  a  limited  reserve  capacity.    This  capacity 
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has  been  overtaken;  the  mains  are  overtaxed  and  the  service  is  inadequate. 

4.  The  time  has  come  when  those  who  have  suffered  for  a  long  time  from 
the  poor  service  aflforded  by  the  respondent  company  should  have  it  definitely 
settled  whether  they  are  to  have  adequate  service  from  it;  from  some  other 
company,  if  there  be  one  willing  to  supply  service,  or  whether  they  must 
select  some  substitute  for  gas  service  if  the  conditions  in  the  territory  are 
such  that  it  is  impracticable  for  a  gas  company  to  supply  service  therein. 

5.  An  order  is  entered  requiring  additional  transmission  facilities. 

Norman  Grey,  for  the  Company. 

Charles  A,  Long,  Jr.,  for  Laurel  Springs. 

Mayor  H,  W,  Haggerty,  for  Laurel  Springs. 

Dr.  F,  W.  Plugge,  for  Glendora-Chews  Improvement  Associa- 
tion. 

Harry  L.  Graeff,  for  the  Magnolia  Association. 

Albert  W,  Spencer,  for  the  Runnemede  Association. 

Charles  S.  King,  for  Clementon. 

Frank  B,  Jess,  for  Magnolia. 

The  complainants  in  this  proceeding  allege  that  the  service 
aflforded  by  the  New  Jersey  Gas  Compwiny  is  inadequate,  and 
on  the  complaint  hearing  has  been  held.  There  is  no  substantial 
dispute  as  to  the  facts.  It  appears  that  in  Clementon  Township 
and  the  territory  to  the  north  including  Stratford,  Magnolia, 
Kirkwood  and  vicinity  the  pressures  under  which  gas  has  been 
supplied  have  been  utterly  insufficient. 

The  matter  has  been  the  subject  of  complaint  heretofore  and 
hearing  was  held  by  the  Board  in  191 7.  While  it  then  appeared 
that  the  service  was  inadequate,  the  fact  that  the  country  was 
engaged  in  war  made  it  inadvisable  in  the  Board's  opinion  to 
order  the  company  to  make  enlargements  of  its  facilities  neces- 
sary to  adequately  serve  the  territory  under  consideration. 

Since  then  conditions  appear  to  have  become  worse.  The  com- 
munities served  are  growing,  and  while  not  strictly  speaking  sea- 
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sonal  resorts,  the  number  of  customers  increases  in  summer,  re- 
sulting in  a  demand  for  several  months  in  the  year,  which  is 
clearly  beyond  the  company's  present  facilities  to  properly  supply. 
Not  only  does  this  result  in  inconvenience  and  annoyance,  but 
financial  loss  as  well. 

Because  of  the  inability  of  the  company  to  supply  gas  when 
needed  and  in  the  quantities  required  for  normal  use  the  com- 
pany's receipts  are  less  than  they  should  be,  and  it  is  apparent 
that  unless  better  service  is  afforded,  not  only  individual  but  com- 
munity loss  will  result. 

It  appears  that  the  generating  plant  of  the  company  at  Glass- 
boro  is  of  ample  capacity  for  present  purposes  and  that  the  in- 
adequate service  is  due  to  mains  of  insufficient  capacity  between 
Glassboro  and  Blackwood. 

From  testimony  at  the  hearing  it  appears  that  to  remedy  the 
condition  additional  transmission  facilities  should  be  provided 
by  the  construction  of  a  six-inch  line  from  Glassboro  to  Hurff- 
ville  and  replacement  of  the  existing  three-inch  main  from  that 
point  to  Blackwood  with  a  six-inch  main. 

The  company  has  attempted  to  improve  conditions  by  installing 
a  booster  plant  designed  to  increase  the  pressures  in  Clementon. 
The  relief  afforded  by  this  is  insufficient  and  the  operation  of 
the  booster  plant  tends  to  lessen  the  supply  of  gas  reasonably 
required  in  other  parts  of  the  territory  . 

The  company  contends  that  it  is  unable  to  finance  the  improve- 
ments necessary  for  the  provision  of  adequate  service.  The 
Board  has  given  this  contention  due  consideration,  but  it  is  not 
satisfied  that  this  can  or  should  be  accepted  as  an  excuse  for  the 
further  continuance  of  the  intolerable  conditions  resulting  from 
the  inadequate  service  afforded  by  the  company. 

The  company  voluntarily  assumed  the  obligation  of  supplying 
gas  to  the  communities  from  which  the  complaints  come.  In  the 
construction  of  the  plant  mains  were  installed  with  a  limited 
reserve  capacity.  This  capacity  has  been  overtaken;  the  mains 
are  over-taxed  and  the  service  is  inadequate. 
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At  the  hearing  on  the  complaint  under  consideration,  the  ques- 
tion was  asked  whether  the  territory  in  which  the  supply  of  ga? 
is  inadequate  cannot  be  supplied  from  the  plant  of  a  companv 
now  operating  in  contiguous  territory. 

It  appears  that  the  Public  Service  Gas  Company  supplies  the 
territory  to  the  north  and  northwest  and  has  installed  an  eight- 
inch  main  as  far  south  as  Barrington.  This  main  has  a  reserve 
capacity  which  might  be  used  temporarily  to  supply  the  deficiency 
complained  of.  To  take  advantage  of  this  source  of  supply 
would  require  the  construction  of  about  17,000  feet  of  main, 
preferably  six  inches  in  diameter. 

The  total  consumption  in  the  area  complained  of  is,  during  the 
peak  load,  about  18,000  cubic  feet  per  hour.  The  New  Jersey 
Gas  Company  through  its  existing  transmission  main  is  able 
to  furnish  under  adequate  pressure  about  11,000  cubic  feet  per 
hour.  This  has  resulted  in  a  deficiency  in  summer  of  about  7,000 
cubic  feet  and  the  deficiency  apparently  will  be  greater  next  sum- 
mer. Through  a  six-inch  connection  from  Barrington  approxi- 
mately 10,000  cubic  feet  per  hour  could  be  obtained.  This  could 
be  made  available  by  closing  certain  valves  or  by  the  installation 
of  valves  so  as  to  segregate  a  portion  of  the  section  to  be  supplied 
through  the  line  from  Barrington.  Pressures  are  not  the  same, 
but  this  could  be  corrected  by  the  proper  location  and  operation 
of  a  booster.  For  this  purpose  the  booster  located  near  Clemen- 
ton  could  be  moved  to  an  appropriate  location  at  comparatively 
small  cost. 

Eventually,  the  reserve  capacity  now  available  in  the  line 
supplying  Barrington  will  be  required  for  that  town  and  its 
vicinity  so  this  cannot  be  regarded  as  a  permanent  solution  of  the 
problem. 

An  arrangement  of  this  kind  would  appear  to  be,  however,  to 
the  advantage  of  both  companies  under  present  conditions,  as  it 
would  admit  of  the  sale  by  the  Public  Service  Gas  Company  of 
gas  it  apparently  can  supply  without  detriment  to  its  own  terri- 
tory, a  postponement  of  financing  for  the  time  being  of  the  more 
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expensive  plan  of  providing  service  solely  by  facilities  of  the 
New  Jersey  Gas  Company  and  the  six-inch  pipe  from  Barringtcm 
would  be  required,  eventually,  to  meet  the  demands  of  the  grow- 
ing territory. 

An  arrangement  of  this  kind,  if  made,  must  be  the  result  of 
agreement  between  the  two  companies.  The  Board  has  no 
authority  to  order  one  gas  company  to  permit  another  to  use  its 
facilities  or  any  part  thereof  to  supply  deficiencies  in  the  plant  of 
another.  It  would,  however,  view  with  favor  an  arrangement 
which  at  a  minimum  of  expense  would  result  in  improvement  of 
the  service  and  recommends  that  the  Public  Service  Gas  Company 
and  the  New  Jersey  Gas  Company  consider  the  adoption  of  a 
plan  which  would  admit  of  the  latter  company  employing  the 
excess  capacity  of  the  former  as  an  aid  in  supplying  service  in 
the  territory  where  the  New  Jersey  Gas  Company  has  an  ex- 
clusive right  to  operate. 

The  Board  cannot,  however,  let  this  matter  rest  upon  the  un- 
certain outcome  of  this  recommendation,  which  is  not  legally 
binding  upon  either  company. 

It  is  the  duty  of  the  New  Jersey  Gas  Company  to  conform 
to  the  obligation  it  has  assumed  to  supply  service  in  the  territory 
where  it  has  franchises  to  operate  and  eventually  this  must  be 
done  by  the  use  of  its  own  facilities.  If  it  cannot  do  this,  then 
it  has  no  right  to  retain  its  franchises.  The  time  has  come  when 
those  who  have  suffered  for  a  long  time  from  the  poor  service 
afforded  by  the  respondent  company  should  have  it  definitely 
settled  whether  they  are  to  have  adequate  service  from  it ;  from 
some  other  company,  if  there  be  one  willing  to  supply  the  service, 
or  whether  they  must  select  some  substitute  for  gas  service  if 
the  conditions  in  the  territory  are  such  that  it  is  impracticable 
for  a  gas  company  to  furnish  adequate  service  therein. 

The  Board  therefore  finds  and  determines  that  the  New  Jersey 
Gas  Company  is  under  an  obligation  to  supply  safe,  adequate  and 
proper  service  to  the  complainants  and  that  it  is  not  fulfilling  its 
obligation  and  does  not  furnish  such  service. 
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The  Board  further  finds  and  determines  that  for  the  New 
Jersey  Gas  Company  to  furnish  safe,  adequate  and  proper  service, 
the  said  company  must  install  a  main  not  less  than  six  inches  in 
diameter  from  Glassboro  to  Hurffville  and  replace  the  existing 
three-inch  diameter  main  from  Hurffville  to  Blackwood  with  a 
main  not  less  than  six  inches  in  diameter,  and  that  these  mains 
should  be  installed  and  ready  for  use  not  later  than  the  first  day 
of  May,  192 1.  An  order  requiring  this  will  be  entered.  In  order, 
however,  that  the  New  Jersey  Gas  Company  may  have  oppor- 
tunity to  negotiate  with  the  Public  Service  Gas  Company  and 
enter  into  an  agreement  with  said  company,  if  the  same  can  be 
made,  in  accordance  with  the  recommendation  contained  herein, 
the  Board  will  make  the  effective  date  of  this  order  thirty  days 
from  the  date  hereof.  If,  before  the  day  when  the  order  becomes 
effective,  it  shall  appear  to  the  Board  that  the  two  companies  are 
willing  to  enter  into  an  agreement  of  which  the  Board  can 
approve,  it  will  entertain  a  motion  for  the  modification  of  its 
order. 

Dated  November  9,  1920. 

ORDER. 

This  case  being  at  issue  upon  complaints  and  answers  on  file 
and  having  been  duly  heard  and  submitted  by  the  parties,  and 
full  investigation  of  the  matters  and  things  involved  having  been 
had,  and  the  Board  having,  on  the  date  hereof,  made  and  filed  a 
report  containing  its  findings  of  fact  and  conclusions  thereon, 
which  said  report  is  hereby  referred  to  and  made  a  part  hereof, 
the  Board  of  Public  Utility  Commissioners 

Hereby  orders  and  directs  the  New  Jersey  Gas  Company 
to  install  a  main  not  less  than  six  inches  in  diameter  from  Glass- 
boro to  Hurffville  and  to  replace  its  existing  three-inch  diameter 
main  from  Hurffville  to  Blackwood  with  a  main  not  less  than 
six  inches  in  diameter  and  to  have  the  said  mains  installed  and 
connected  to  the  distributing  system  of  the  company  not  later 
than  May  i,  1921. 
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The  Board  further  orders  and  directs  the  said  New  Jersey 
Gas  Company  to  report  to  it  not  later  than  February  15,  1921, 
the  progress  made  by  the  New  Jersey  Gas  Company  in  complying 
with  this  order. 

This  Order  shall  become  effective  December  9,  1920. 

Dated  November  9,  1920. 


No.  854. 

Lester  W.  Spencer  et  al 

vs. 

Metuchen  Gas  Light  Company. 

1.  Complaint  is  made  of  the  refusal  of  a  gas  company  to  extend  its  facili- 
ties and  supply  service. 

2.  From  the  facts  and  exhibits  before  the  Board  including  reports  of  the 
company  for  the  past  five  years  it  is  determined  that  the  extension  would  be 
reasonable  and  practicable;  that  a  revenue  of  $101  per  year  for  a  period  of 
five  years  would  furnish  sufficient  business  to  justify  its  construction  and 
maintenance  and  that  the  financial  condition  of  the  company  reasonably 
warrants  the  original  expenditure  required  in  making  and  operating  the  same. 

W,  A.  Spencer,  for  the  Petitioners. 
John  Kean,  for  the  Company. 

A  petition  was  filed  with  the  Board  by  Lester  W.  Spencer  and 
Richard  Ten  Eyck  requesting  that  the  Metuchen  Gas  Light  Com- 
pany be  required  to  install  a  main  on  Durham  Avenue  to  supply 
their  homes  with  gas. 

The  Board's  inspector  investigated  the  conditions  and  reported 
that  to  furnish  the  service  desired  by  complainants  it  would  be 
necessary  to  extend  existing  main  on  Durham  Avenue  eastward 
from  Williams  Street,  a  distance  of  about  350  feet.  The  peti- 
tioners are  the  only  ones  who  may  now  be  supplied  from  such 
an  extension.  Mr.  Spencer's  house  is  piped  for  gas,  but  Mr. 
Ten  Eyck's  is  not.  Both  houses  are  wired  for  and  are  using 
electricity  for  illumination.    The  gas  is  desired  for  fuel. 
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After  making  a  careful  estimate  of  the  cost  of  the  furnishing 

of  the  desired  service,  the  Board's  inspector  in  his  report  says  : 

"It  is  recommended  that  if  the  two  custcwncrs  who 

may  now  be  supplied  from  this  extension  will  assure 

the  company  of  an  annual   revenue  of  $101    for  a 

minimum  period  of  five  years,  that  the  extension  be 

installed.     As  other  customers  are  added  to  the  line, 

this  guarantee  should  be  distributed  over  all  customers 

in  an  equitable  manner.'' 

The  recommendation  was  not  acceptable  to  the  petitioners  and 

the  matter  was,  therefore,  heard  before  the  Board,  at  Newark, 

on  October  7,  1920. 

At  the  hearing  the  petitioners  offered  no  evidence  as  to  the  cost 
of  the  proposed  extension  or  the  proportional  costs  of  plant 
facilities  for  furnishing  the  service.  The  company  offered  some 
evidence  to  show  that  the  cost  of  laying  four-inch  gas  pipe  at 
this  time  is  $1.48  per  foot  instead  of  $1.33  and  the  estimated  cost 
of  furnishing  service  is  .8135  cents  against  Mr.  Annett's  figures 
of  .7075  cents.  These  are  the  only  disputes  over  matters  in  the 
inspector's  original  report. 

Mr.  Spencer,  however,  testifying,  states  that  before  he  began 
the  erection  of  one  of  the  houses  for  his  son,  he  inquired  of  Mr. 
Albert  Rietemeyer,  superintendent  of  the  company,  if  they  could 
obtain  gas  on  Durham  Avenue,  and  he  assured  him  that  he  could ; 
that  gas  was  there.  After  one  of  the  houses  had  been  completed, 
men  employed  by  the  gas  company  dug  a  trench  from  the  founda- 
tion wall  of  the  house  to  the  middle  of  the  street,  showing  that 
the  parties  in  interest  believed  the  gas  main  was  already  there. 
It  is  apparent  there  was  an  honest  mistake  by  all  parties  in  in- 
terest, and  in  such  a  situation  we  are  of  the  opinion  the  gas 
company  should  deal  equitably  and  fairly  with  the  petitioners 
instead  of  insisting  on  its  legal  position,  and  the  Board  so  recom- 
mends. 
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However,  if  an  order  of  the  Board  is  to  be  made,  it  can  only 
issue  under  Section  17  of  the  Act  Concerning  Public  Utilities, 
which  reads : 

"The  Board  shall  have  power,  after  hearing  upon 
notice,  by  order  in  writing,  to  require  every  public 
utility  as  herein  defined : 

"(c)  To  establish,  construct,  maintain  and  operate 
any  reasonable  extension  of  its  existing  facilities,  where, 
in  the  judgment  of  said  Board  such  extension  is  reason- 
able and  practicable  and  will  furnish  sufficient  business 
to  justify  the  construction  and  maintenance  of  the  same, 
and  when  the  financial  condition  of  the  said  public 
utility  reasonably  warrants   the  original  expenditure 
required  in  making  and  operating  such  extension." 
From  facts  and  exhibits  before  us  which  include  the  annual 
reports  of  the  company  for  the  past  five  years,  we  find  the  exten- 
sion desired  to  be  reasonable  and  practicable,  th?it  a  revenue  of 
$101  per  year  for  a  period  of  five  years  will  furnish  sufficient 
business  to  justify  its  construction  and  maintenance  and  that  the 
financial   condition   of  the  company  reasonably  warrants  the 
origial  expenditure  required  in  making  and  operating  the  same. 
Should  the  company  decline  to  make  the  concession  to  the  peti- 
tioners which  in  our  judgment  is  warranted,  and  we  have  recom- 
mended and  the  petitioners  desire  an  order  in  accordance  with  the 
foregoing,  the  same  will  issue  on  application. 
Dated  November  9,  1920. 


No.  855. 

In  the  Matter  of  Discontinuance  of  Water  Service  by 
Alfred  W.  Hill. 

1.  Application  is  made  by  an  individual  supplying  water  to  some  of  his 
neighbors  through  a  pipe  laid  in  a  pubHc  highway  to  discontinue  service. 

2.  If  the  water  plant  is  not  a  public  utility  within  the  statutory  definition 
the  petitioner  may  discontinue  service  and  the  Board  cannot  interfere.     If 
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it  is  a  public  utility  the  Board  cannot  compel  him  to  continue  to  operate 
with  revenues  insufficient  to  pay  the  cost  of  operation,  provide  an  adequate 
fund  for  maintenance  and  depreciation,  and  afford  a  reasonable  return  on 
that  part  of  the  plant  used  to  supply  water  to  others. 

3.  It  is  apparent  a  rate  sufficient  to  afford  necessary  revenue  would  not, 
except  for  a  limited  period,  if  at  all,  be  paid  by  the  consumers. 

4.  The  Board,  assuming  the  matter  is  one  subject  to  its  jurisdiction,  will 
permit   the   petitioner  to   discontinue   the   supply   of   water. 

Alfred  W,  Hill,  in  person. 

User^  of  water  by  John  A.  Riggins,  and  in  person. 

Under  date  of  June  17,  1920,  a  communication  was  sent  to  the 
Board  by  Kate  A.  Stewart,  stating  that  she  was  the  owner  and 
had  been  operating  a  water  plant  at  Clarksboro  and  had  agreed 
with  Alfred  W.  Hill  to  sell  the  same  and  all  rights  and  privileges. 
Application  was  made  to  the  Board  for  approval  of  the  sale. 
A  date,  July  6,  was  fixed  for  hearing  at  which  Mrs.  Stewart 
and  Alfred  W.  Hill  appeared.  At  the  hearing  Mrs.  Stewart 
testified  that  she  was  the  owner  of  a  farm  at  Clarksboro,  Glou- 
cester County;  that  the  same  had  been  sold  to  Mr.  Hill;  that 
on  the  farm  there  was  an  artesian  well  from  which  she  had  been 
supplying  water  to  eight  of  her  neighbors ;  that  water  had  been 
supplied  to  her  neighbors  since  1903  or  1904,  and  that  to  do  this 
one  or  more  pipes  were  laid  in  the  public  highway ;  that  she  had 
been  losing  money  from  the  supply  of  water  and  that  those  using 
it  were  not  willing  to  pay  a  rate  which  would  meet  the  cost  of 
operating  the  plant  and  pay  a  fair  return  on  the  investment 
therein.  Mr.  Hill,  as  the  new  owner,  expressed  a  desire  to  dis- 
continue operation  of  the  plant.  He  stated  there  was  a  break  in 
the  main  and  that  the  road  would  have  to  be  torn  up  to  make 
repairs. 

Mr.  Hill  was  told  to  notify  the  users  of  water  that  he  had 
applied  for  discontinuance  of  service  and  that  the  matter  would 
be  heard  at  the  State  House  on  July  12.  The  application  for  the 
sale  of  the  property  was  approved. 

At  the  time  fixed  for  the  hearing  Mr.  Hill  appeared  but  the 
users  of  water  were  not  represented.    It  appeared  that  the  notice 
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required  by  the  Board  had  been  given.  Following  testimony  by 
Mr.  Hill  permission  was  given  to  discontinue  service  after 
July  31. 

After  his  departure  the  users  of  the  water  appeared,  they 
having  mistaken  the  room  where  the  hearing  was  to  be  held.  The 
matter  was  therefore  reopened  and  Denton  Stillwell.  one  of  the 
users  of  water  was  heard.  Following  this,  announcement  was 
made  that  if  the  consumers  would  agree  with  Mr.  Hill  to  pay 
thirty-five  dollars  each  per  year  for  water  the  Board  would  advise 
him  not  to  discontinue  service  within  the  month.  Hill  was 
therefore  informed  by  letter  of  the  reopening  of  the  case  and 
told  that  service  should  not  be  discontinued  without  further 
hearing. 

An  investigation  of  conditions  was  made  by  an  inspector  of 
the  Board  who  reported  that  water  is  supplied  through  two  sep- 
arate lines,  one  approximately  800  feet  long,  laid  along  the 
easterly  side  of  King's  Highway,  the  other  running  along  the 
highway  for  a  distance  of  about  300  feet. 

The  inspector  estimated  that  approximately  $1,000  would  be 
required  to  put  the  plant  in  condition  for  normal  service;  that 
if  the  rates  were  made  $35  per  year  per  house  connected,  this 
would  about  pay  operating  expenses,  and  that  any  further 
expenditures  for  replacement  of  mains  or  equipment  would  add 
considerably  to  this  burden  in  the  interest  on  the  investment ;  and 
that  the  plant  had  never  yielded  sufficient  revenue  to  pay  for 
laying  aside  a  depreciation  reserve. 

The  following,  as  solutions  of  the  problem,  were  suggested  : 

'*First,  relaying  the  main  in  question  at  the  cost  of 
the  consumers  served  by  it,  the  rates  to  be  maintained 
at  such  figure  as  will  reimburse  Mr.  Hill  for  the  oper- 
ating expenses  at  least.  Second,  replacing  the  main 
in  question  at  Mr.  Hill's  expense,  he,  in  turn,  to  have 
the  privilege  of  increasing  the  rates  to  such  an  amount 
that  would  pay  operating  expenses  and  allow  for  setting 
aside  a  depreciation  fund  which,  in  a  period  of  say 
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fifteen  or  twenty  years,  will  accumulate  the  probable 

cost  of  again  replacing  the  main.    Third,  inauguration 

of  water  service  with  modem  pumping  station  and  cast 

iron  mains  by  the  township.     The  last  proposition,  it 

was  pointed  out  by  the  consumers,  would  meet  with 

little  encouragement,  since  such  an  attempt  has  been 

made  before  with  no  results." 

The  inspector  recommended  that  Mr.   Hill  confer  with  the 

customers  attached  to  the  main  so  that  an  agreement  could  be 

reached  as  to  the  best  way  in  which  service  could  be  continued. 

Copies  of  the  inspector's  report  were  sent  to  Hill  and  Stillwell. 

Some  time  thereafter  the  Board  received  a  request  from  HiU 
for  further  hearing;  he  stating  that  $35  per  year  is  insufficient 
to  pay  for  running  the  water  plant ;  that  the  cost  of  running  the 
pkmt  bad  increased;  that  two  meetings  had  been  held  but  no 
s^eement  had  been  reached  as  to  repairing  the  main  The  appli- 
cation to  discontinue  service  was  renewed. 

A  time  was  fixed  for  further  hearing  at  which  Hill  and  the 
users  of  water  were  present.  At  the  hearing  Hill  testified  that  the 
cost  of  running  the  plant  for  eight  months,  including  labor,  had 
been  $175.34;  that  two  d<:41ars  per  week  had  been  paid  for  labor 
for  operating  the  plant ;  but  that  he  had  to  increase  this  to  $5  per 
week  and  that  in  addition  to  this  $4  per  year  had  been  paid  for 
collections.  He  estimated  that  independent  of  any  interest  allow- 
ance, the  annual  cost  of  operating  and  maintaining  the  plant,  in- 
dtidmg  an  allowance  of  $75  for  upkeep  and  $100  for  replace- 
ments, would  be  $606.34. 

While  this  may  be  somewhat  overestimated  any  deduction 
would  no  more  than  offset  the  sum  which  would  have  to  be  al- 
lowed for  mterest  on  the  investment  necessary  to  put  the  plant 
in  good  operating  condition.  The  estimate  contains  no  allowance 
for  interest  on  capital  already  invested.  The  total  number  of 
users  of  water,  including  Mr.  Hill,  appears  to  be  nine.  To  pay 
the  cost  of  operation  and;  provide  reasonable  allowances  for 
maintenance  and  depreciation,  with  no  allowance  for  return  on 
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such  investment  as  has  already  been  made  in  the  plant,  would  re- 
quire the  payment  annually  of  $67  by  each  user  of  water. 

It  is  very  doubtful  whether  the  customers  would  pay  this 
amount  for  any  longer  time  than  would  admit  of  their  having 
wells  driven  on  their  own  properties.  If  any  one  of  the  cus- 
tomers should  refuse  to  continue  service  then  the  amounts  the 
others  should  pay  would  have  to  be  proportionately  increased. 

The  Board  has  no  power  to  bind  the  present  users  of  water  to 
continue  such  use  and  pay  the  amount  necessary  for  the  operation 
of  the  plant  without  loss.  This  being  so,  the  Board  cannot  in 
fairness  order  the  owner  to  make  a  material  investment  to  put 
the  plant  in  proper  condition  for  operation. 

In  this  connection  some  consideration  should  be  given  to  the 
law  under  which  these  proceedings  have  been  taken.  The  term 
public  utility,  as  defined  by  the  public  utility  act,  includes  every 
individual  who  may  own,  operate,  manage  or  control  a  water 
plant  or  equipment 

"for  public  use  under  privileges  granted  or  hereafter 
to  be  granted  by  the  State  of  New  Jersey  or  by  any- 
political  subdivision  thereof." 

We  doubt  whether  an  individual  with  a  good  source  of  water 
supply  on  his  property  which  is  so  located  that  he  can  supply  a 
few  of  his  neighbors  becomes  a  public  utility  supplying  water 
for  public  use  as  contemplated  by  the  law ;  though  with  the  con- 
sent of  local  authorities  a  pipe  may  be  laid  in  the  public  high- 
way. It  would  seem  that  if  this  is  undertaken  and  conditions 
unforeseen  at  the  time  the  pipe  was  laid  result  in  material  loss 
to  the  owner  of  the  plant ;  the  situation  should  be  taken  care  of 
through  mutual  and  friendly  co-operation,  rather  than  by  in- 
sistence upon  the  application  of  the  provisions  of  the  law  regulat- 
ing public  utilities. 

Unfortunately,  such  co-operation  appears  to  have  been  lacking. 
It  seems  to  have  been  within  the  knowledge  of  the  users  of  water 
that  the  water  plant  was  regarded  as  an  encumbrance  on  the 
farm  property.     At  the  hearing  on  July   12,  Denton  Stillwell 
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testified  regarding  the  sale  of  the  property  by  Mrs.  Stewart  that 
she  informed  him  offers  for  the  farm  were  less  than  they  would 
have  been  otherwise  because  of  the  water  plant;  that  she  is  a 
widow  and  glad  to  be  free  of  the  property ;  that  she  said 

"she  had  a  number  of  chances  to  sell  the  property 
but  the  people  did  not  want  to  take  it  with  that  water 
works  and  pay  the  price  that  the  farm  was  worth.*' 
(Testimony,  page  12.) 
At  the  time  application  was  made  for  approval  of  the  sale 
of  the  property  Mrs.  Stewart  testified  as  follows: 

**Q.  Don't  you  think  they  could  pay  a  fair  rate  for 
the  water  and  at  the  same  time  that  sum  would  return 
to  you  a  proper  interest  on  your  money  investment? 
A.  Yes,  but  they  do  not  seem  to  be  willing  to  do  it. 
Q.  Have  you  been  losing  money? 
A.  I  have  been  losing  money ;  that  is  the  truth,  and 
I  could  not  stand  it  any  longer. 

Q.  How  much  have  you  been  losing  a  year? 
A.  Well,  $125  would  not  cover  it.    It  would  be  more 
like  $150  or  $175  a  year  I  have  been  losing  the  last  two 
years.     Everything  is  so  much  higher  and  a  woman 
could  not  get  around  and  attend  to  things  like  a  man 
could.    When  my  husband  was  living  he  could  attend 
to  things  and  when  things  did  not  suit  him  he  would 
let  it  be  known,  but  I  have  to  give  up  and  go  to  bed." 
(Testimony,  July  6,  page  5.) 
The  users  of  water  now  contend  that,  owing  to  the  water 
plant  maintained  to  serve  them,  Mrs.  Stewart  sold  the  farm  for 
less  than  otherwise  would  have  been  paid  for  it  and  that  because 
of  this  the  new  owner  should  be  compelled  to  continue  to  operate 
the  plant. 

At  the  time  Mrs.  Stewart  appeared,  and  before  the  Board  had 
approved  of  the  sale,  Mr.  Hill  stated  in  Mrs.  Stewart's  presence 
that  he  desired  to  discontinue  service.  Mrs.  Stewart  seemed  to 
be  entirely  in  agreement  with  Mr.   Hill  as  to  the  sale  of  the 
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property.  She  did  not  suggest  that  she  had  disposed  of  it  with 
the  expectation  that  the  water  plant  would  be  continued  or  that 
die  would  have  asked  or  could  have  obtained  a  higher  price  in 
expectation  of  the  buyer  discontinuing  its  operation.  The  Board 
has  nothing  to  do  with  the  sale  of  the  farm,  except  as  it  may 
involve  disposal  of  the  water  fiant,  but  it  does  not  appear  that 
the  pttrchaser  has  dealt  unfairly  with  the  seller.  If,  however, 
Stillwell  is  correct  in  his  contention  that  Hill  paid  less  for  the 
IM-operty,  because  of  the  encumbrance  of  the  water  plant,  the 
insistence  that  the  latter  be  compelled,  because  of  this,  to  con- 
tinue operation,  means  in  its  final  analysis  that  Stillweirs  neigh- 
bor, a  widow,  supplied  from  her  farm  water  to  him  and  to  her 
other  neighbors  at  a  loss ;  that  because  those  receiving  the  water 
were  indifferent  to  her  difficulties  and  failed  to  cc-operate  with 
her  and  share  in  the  burden  imposed  by  the  operation  of  the 
plant  she  sacrificed  her  property  and  they  should  be  given  the 
benefit  of  the  sacrifice.  We  are  doubtful  whether  Mr.  Stillwell 
would  have  a  standing  in  a  court  of  equity  upon  such  a  proposi- 
tion, but  this  is  not  within  the  Board's  province  to  decide. 

If  the  water  plant  is  not  a  public  utility  withiq  the  statutory 
definition^  Hill  may  discontinue  service  and  this  Board  cannot 
interfere.  If  it  is  a  public  utility  the  Board  cannot  compel  him 
to  continue  to  operate  with  revenues  insufficient  to  pay  the  cost 
,  of  operation,  provide  an  adequate  fund  for  maintenance  and 
depreciation  and  afford  a  reasonable  return  on  that  part  of  the 
plant  used  to  supply  water  to  others. 

The  conditions  are  such  that  in  the  Board's  opinion  it  would 
not  be  justified  in  ordering  the  additional  investment  of  capital 
necessary  to  put  the  plant  in  condition  to  supply  adequate  service. 
It  is  apparent  a  rate  sufficient  to  afford  necessary  revenue  would 
not.  except  for  a  limited  period,  if  at  all,  be  paid  by  the  con- 
sumers. 

The  Board,  therefore,  assuming  that  the  matter  is  one  sub- 
ject to  its  jurisdiction,  will  permit  the  petitioner,  Alfred  W.  Hill, 
to  discontinue  the  supply  of  water  to  those  now  connected  to 
pipes  used  for  this  purpose. 
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It  appears  that  notwithstanding  the  leak  in  the  main,  water  is 
pumped  through  for  a  time  each  day  to  the  houses  of  the  users. 
Except  for  this  no  water  is  run  through  the  main.  Unsatis- 
factory as  this  method  of  supplying  water  must  be,  for  some  at 
least  it  seems  to  be  the  only  present  source  of  supply.  To  avoid 
the  inconvenience  which  would  result  from  sudden  discontinuance 
of  entire  service  Hill  should  continue  the  existing  arrangement 
until  at  least  December  31. 

It  may  be  desirable  for  him  and  those  he  supplies  with  water 
to  enter  into  an  agreement,  if  such  can  be  made,  for  the  supply 
of  service  after  December  31  on  terms  mutually  satisfactory. 
This  will  be  left  for  the  consideration  of  the  parties  in  interest. 

Dated  November  9,  1920. 


No.  866. 

In  the  Matter  of  the  Proposed  Increase  in  Rates  by  the 
Monmouth  County  Water  Company. 

1.  Application  is  made  by  a  water  company  for  approval  of  increases  in 
rates  which  were  determined  by  the  Board  and  became  effective  August  8, 
1919. 

2.  The  valuation  of  the  company's  property  was  determined  by  the  Board 
in  a  prior  proceeding.  As  a  basis  for  rates  for  the  year  ending  September  30. 
1920,  the  value  should  be  taken  as  of  a  period  six  months  earlier,  or  approxi- 
mately $521,000. 

3.  The  operating  expenses  including  taxes  for  1919  were  $47,886.  The 
total  operating  expenses  for  the  twelve  months  ending  September  30,  1920, 
were  $56945.  The  total  earnings  for  the  twelve  months  ending  September 
30,  1920,  were  $69,259.80,  leaving  $12,314  available  for  the  pa3mient  of  interest 
for  the  year. 

4.  The  present  schedule  of  rates  was  based  upon  careful  allocation  of  the 
costs  to  the  various  classes  of  service  and  the  Board  is  not  willing  that  any 
change  should  be  made  in  the  readiness  to  serve  charge  for  metered  con- 
sumption nor  in  the  charges  for  fire  protection.  Any  changes  made  in  the 
rates  must  be  by  a  readjustment  in  the  proportional  charges  for  metered 
consumption. 

5.  The  company's  petition  is  denied.  The  Board  fixes  a  schedule  of  rates 
which  the  company  may  file. 
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/.  Fithdan  T^tteni,  for  the  Petitioner. 

Ward  Kremer,  for  Bradley  Beach  and  Neptune  City. 

James  D.  Carton,  for  Asbury,  Park. 

The  present  schedule  of  rates  became  effective  August  8,  19 19. 
The  proper  charge  to  be  made  against  each  class  of  service  was 
determined  in  a  report  of  this  Board  and  the  rate  schedules 
made  up  accordingly.  The  proposed  schedule  involves  changes 
in  both  fixed  and  proportional  charges  for  domestic  service.  The 
schedule  now  in  effect  is  as  follows : 

FIRE  PROTECTION. 

An  inch  foot  charge  of  .844  cents  per  annum  per  inch  diameter 
per  foot  of  length  of  distribution  and  transmission  mains.  A 
hydrant  charge  of  $6.00  per  annum  for  each  hydrant  installed 
before  January  i,  1919,  and  $7.50  per  annum  for  each  hydrant 
installed  since  that  date. 

METER  INSTALLATION. 

A  fixed  service  charge  commencing  at  $4.00  per  year  for  %- 
inch  meter  and  running  up  to  $316.00  per  year  for  a  6-inch  meter 
plus  a  charge  for  all  water  consumed  in  accordance  with  the 
following  scale: 

1.  For  the  first  10,000  gallons  used  in  the  quarter,  21  cents 
per  thousand  gallons. 

2.  For  the  excess  over  10,000  gallons  and  up  to  and  including 
25,000  gallons  in  the  quarter,  18  cents  per  thousand  gallons. 

3.  For  the  excess  over  25,000  gallons  and  up  to  and  including 
50,000  gallons  in  the  quarter,  14  cents  per  thousand  gallons. 

4.  For  the  excess  over  50,000  gallons  used  in  the  quarter,  11 
cents  per  thousand  gallons. 

No  change  is  proposed  in  the  fire  protection  charges. 
For  the  metered  consumption  the  company  proposes  to  in- 
crease the  fixed  service  charge  from  $4.00  to  $6.00  for  the  5^- 
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inch  meter  and  proportionately  larger  charges  for  the  larger 
meters.  The  graduated  charge  for  water  would  be  increased  to 
the  following: 

1.  For  the  first  10,000  gallons  used  in  the  quarter,  25  cents 
per  thousand  gallons. 

2.  For  the  excess  over  10,000  gallons  and  up  to  and  including 
25,000  gallons  in  the  quarter,  22  cents  per  thousand  gallons. 

3.  For  the  excess  over  25,000  gallons  and  up  to  and  including 
50,000  gallons  in  the  quarter,  16  cents  per  thousand  gallons. 

4.  For  the  excess  over  50,000  gallons  used  in  the  quarter, 
13  cents  per  thousand  gallons. 

VALUATION. 

The  valuation  of  this  property  was  determined  by  the  Board 
July  17,  1919,  and  the  proper  basis  for  rates  as  of  December  31, 
1917,  was  found  to  be  $512,427.  Adding  the  net  additions  to 
December  31,  1919,  which  are  $5,091  (Exhibit  P-4),  gives  a 
total  of  $5i7»5i8.  The  additions  to  plant  from  December  31, 
19 1 9,  to  September  30,  1920,  amounted  to  $7,872.67,  making 
a  total  valuation  of  the  property  as  of  September  30,  1920, 
$52S>390-  As  a  basis  for  rates  for  the  year  ending  September 
30,  1920,  the  value  should  be  taken  as  of  a  period  six  months 
earlier,  or  approximately  $521,000.  , 

Depreciation  was  accrued  on  the  company's  books  during  this 
period,  but  was  not  earned  and  is  therefore  not  deducted. 

EARNINGS  AND  EXPENSES. 

The  exhibits  presented  by  the  company  at  the  hearing  in  June 
are  based  upon  the  actual  conditions  of  operation  for  the  calendar 
year  ending  December  31,  191 9.  In  view  of  the  fact  that  the 
existing  schedule  had  been  in  effect  as  to  private  consumers  only 
since  August  of  1919  and  with  regard  to  fire  protection  charges 
since  January  i,  1920,  the  matter  was  held  in  abeyance  until  a 
full  year's  information  could  be  made  available  as  to  the  results 
of  operation  imder  the  existing  rates.    On  October  14,  1920,  new 
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figures  were  presented  giving  the  results  of  operation  for  the 
twelve  months  ending  vSeptember  30,  1920.  The  increase  in 
gross  revenue  during  the  last  five  months  of  1919  due  to  the 
increased  rate  amounted  to  approximately  $6,000.  The  gross 
revenue  from  water  operations  for  the  same  year  was  $57,544. 
It  was  further  estimated  by  the  company  that  the  municipal  fire 
protection  wovdd  bring  $11,590  more  than  in  the  previous  year 
and  the  increase  at  present  rates  from  other  service  for  the  first 
seven  months  of  1920  would  be  about  $8^00  additional.  This, 
however,  was  based  on  the  1919  sales  and  the  assmnption  that  the 
same  average  amount  of  water  would  be  sold  during  the  first 
seven  months  of  1920  as  was  sold  during  the  last  five  months  of 
1 91 9.  From  the  data  submitted  at  the  hearing  October  14  it  ap- 
pears that  the  gross  operating  revenue  for  the  twelve  months  end- 
ing September  30,  1920,  was  $67,693.  This  only  includes  nine 
months'  revenue  from  fire  protection  service  at  the  present  rates. 
If  the  fire  protection  rates  had  been  in  effect  for  a  full  year, 
the  gross  operating  revenue  would  have  been  approximately 
$3,863  greater,  or  a  total  of  $71,556.  In  addition  there  have 
been  certain  non-operating  revenues  amounting  to  $1,566.70, 
making  a  total  gross  revenue  of  $73,122.  The  increase  in  busi- 
ness in  1918  over  1917  was  about  3  per  cent.  The  increase  in 
1919  over  1918  was  about  12  per  cent.  A  large  part  of  this, 
however,  was  due  to  increased  rates.  With  the  actual  increase 
in  business  for  the  year  1920  at  the  rate  of  4  per  cent,  the  gross 
revenue  should  approximate  $76,025. 

Operating  expenses  in  the  past  three  years  have  grown  steadily 
due  to  increased  costs  for  labor,  maintenance  and  operating 
supplies.  Taxes  have  also  been  increased  considerably.  The 
operating  expenses  including  taxes  for  1919  were  $47,886.  The 
total  operating  expenses  for  the  twelve  months  ending  Sei>- 
tember  30,  1920,  were  $56,945.  The  total  earnings  for  the 
twelve  months  ending  September  30,  1920,  were  $69,259.80, 
leaving  $12,314  available  for  the  payment  of  interest  for  the  year. 

The  gross  revenue  for  the  year  1920  has  been  estimated  at 
$76,025.     The  gross  operating  expenses,  including  taxes,  are 
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estimated  at  $59,000,  leaving  available  as  a  return  on  the  in- 
vestment an  amount  of  $17,025. 

The  increased  operating  expenses  include  certain  adjustments 
for  labor  and  increased  cost  for  coal,  the  estimates  being  based 
upon  the  contract  price  for  coal  and  the  figures  submitted  being 
based  upon  the  actual  price  paid. 

The  company  has  estimated  that,  if  allowed  to  increase  the 
rates  in  the  manner  proposed,  the  gross  revenue  would  amount 
to  approximately  $88,538.  With  revenue  deductions  estimated 
in  June  at  $47,234,  the  balance  available  for  return  would  have 
been  $36,234  or  about  seven  per  cent,  on  the  value  of  the  prop- 
erty. 

Exhibit  P-ioi,  submitted  on  October  14,  gives  the  actual 
revenue  deductions  for  the  twelve  months  ending  September  30, 
1920,  as  $56,945.  For  the  year  1920,  therefore,  if  the  com- 
pany's expectations  were  realized,  and  no  further  increases  take 
place  in  operating  expenses,  the  net  result  would  be  a  return  of 
about  $26,500,  which  is  approximately  five  per  cent,  on  the 
value  of  the  property. 

At  the  hearing  representatives  of  the  Borough  of  Avon  con- 
tended that  the  rates  to  the  borough  were  controlled  by  a  con- 
tract of  long  standing.  This  has  been  considered  by  the  Board 
and  foimd  to  be  unjustly  discriminatory.  The  Borough  of  Avon 
should  share  the  increased  costs  involved  in  providing  the  service 
and  pay  the  same  uniform  rafes  imposed  throughout  the  territory 
served.  The  present  schedule  of  rates  was  based  upon  careful 
allocation  of  the  costs  of  the  various  classes  of  service  and  the 
board  is  not  willing  that  any  change  should  be  made  in  the  readi- 
ness-to-serve charge  for  metered  consumption  nor  in  the  charges 
for  fire  protection.  Any  changes  made  in  the  rates  must  be  by  a 
readjustment  in  the  proportional  charges  for  metered  con- 
sumption. 
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conclusions. 

The  Board  therefore  finds  and  determines: 
(i)  That  the  proposed  schedule  of  rates  is  unjust  and  un- 
reasonable.   The  petition  is  therefore  denied. 

(2)  The  company  may  file,  effective  January  i,  1921,  an 
amendment  to  the  portion  of  the  schedule  for  metered  con- 
sumption by  which  the  consumption  charges  will  be  increased  to 
the  following: 

(a)  For  the  first  10,000  gallons  used  in  the  quarter,  25  cents 
per  thousand  gallons. 

(b)  For  the  excess  over  10,000  gallons  and  up  to  and  in- 
cluding 25,000  gallons  in  the  quarter,  22  cents  per  thousand 
gallons. 

(c)  For  the  excess  over  25,000  gallons  and  up  to  and  in- 
cluding 50,000  gallons  in  the  quarter,  18  cents  per  thousand 
gallons. 

(d)  For  the  excess  over  50,000  gallons  used  in  the  quarter, 
13  cents  per  thousand  gallons. 

(3)  Acceptance  by  the  company  of  the  increases  herein  al- 
lowed will  be  taken  as  a  stipulation  that  abrogation  or  modifica- 
tion of  the  rates  may  be  made  as  and  if  conditions  as  indicated  by 
operating  results  both  as  to  revenue  and  the  character  of  service 
rendered  warrant. 

(4)  The  company  is  to  render  to  the  Board  quarterly  reports 
commencing  with  the  effective  date  of  the  rates  herein  allowed, 
showing  the  Operating  Revenues,  Operating  Deductions  and  bal- 
ance available  for  General  Amortization,  dividends  and  Surplus 
and  amount  appropriated  for  General  Amortization  for  each 
succeeding  quarter  with  comparison  with  the  figures  for  the 
corresponding  quarter  of  the  preceding  year. 

Dated  November  11,  1920. 
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No.  857. 

HACKBiNSACK  WaTER  CoMPANY  In   RE  INCREASED  RaTES  AND 

In  Re  Rates  Charged  the  City  of  Hoboken. 

1.  In  its  report  of  April  28,  191 7,  the  value  of  the  property  of  the  petitioner 
devoted  to  the  public  use  was  determined  to  be  $9,500,000  for  the  purpose  of 
making  rates.  The  company  brings  this  valuation  down  to  date  by  adding 
thereto  the  net  additions  to  plant  and  property  since  that  time,  decreased 
by  the  net  increase  in  the  depreciation  reserve  accumulated  out  of  the  rates 
charged. 

2.  By  reason  of  a  deficiency  of  return  below  a  7  per  cent,  on  the  rate 
base  as  determined  by  the  Board  in  its  first  presentation  the  company  addea 
to  the  rate  base,  determined  as  above  described,  a  sum  of  approximately 
$630,000  upon  which  it  claims  a  return  to  make  up  the  deficiency. 

3.  The  Board  does  not  regard  the  present  as  a  propitious  time  for  re- 
covering such  deficiency.  The  petitioner  operated  its  plant  for  nearly  thirty 
years  withotit  regulation  prior  to  the  creation  of  this  Board.  So  far  as 
the  Board  is  informed,  the  various  rates  throughout  this  period  were  sub- 
stantially uniform,  although  the  return  after  fixed  charges  was  at  times 
insufficient  to  permit  the  payment  of  usual  dividends.  The  officers  of  the 
company,  undoubtedly  were  of  the  opinion,  rates  should  not  be  frequently 
changed  to  meet  varying  financial  results. 

4.  The  Board  finds  and  determines  the  rates  proposed  to  be  charged  by 
the  Hackensack  Water  Company  to  be  unjust  and  unreasonable  and  the 
petition  is  denied.  The  Board  further  finds  and  determines  that  the  existing 
rates  are  insufficient  and  do  not  yield  to  the  company  the  rate  of  return  to 
which   the   Board  heretofore  adjudged   it   to  be  entitled. 

5.  To  enable  it  to  earn  said  return  the  company  will  be  permitted  to  file 
an  amended  schedule  of  rates  imposing  a  surcharge  of  27  per  cent,  effective 
November  15,  1920  in  lieu  of  the  existing  surcharge  of  17.5  per  cent. 

William  M.  Wherry  and  H.  L.  Deforest,  for  the  Petitioner. 

Mr.  Mackay,  of  Mackay  &  Mackay,  for  the  Borough  of  Fort 
Lee. 

Wendell  J.  Wright,  for  Hackensack  and  Tenafly. 

Frederick  K.  Hopkins,  for  the  Town  of  West  Hoboken. 

John  M.  Bell,  for  Rutherford. 

/.  /.  Fallon,  for  City  of  Hoboken. 

Digitized  by  LjOOQIC 


464  Board  of  Public  Utiuty  Commissioners. 

Hackensack  Water  Co. — Rates,  Hoboken. 

The  petitioner  submitted  to  the  Board  a  schedule  further  in- 
creasing 17.5  per  cent,  horizontally  all  rates  as  determined  by 
the  Board  in  its  report  of  April  28,  1917;  that  is  to  say,  proposing 
that  a  total  surcharge  of  35  per  cent,  should  be  added  to  the  rates 
as  determined  by  the  Board  in  said  report. 

In  his  opening  remarks  counsel  for  the  petitioner  made  the 
following  statement: 

"The  Hackensack  Water  Company  filed  its  petition 

with  the  Board,  asking  for  an  additional  increase  in  its 

rates  to  meet  the  increasing  costs,  and  in  the  petition  we 

allege  that  the  company  is  entitled  to  a  higher  return 

than  7  per  cent.;  that  it  is  entitled  to  earn  at  least  8 

per  cent,  on  the  fair  value  of  its  property.    At  the  same 

time  the  petition  was  filed  the  company  filed  a  proposed 

amendment  to  this  schedule  dated  July  26,  to  become 

effective  with  sales  commencing  August  i,   1920,  and 

the  Board  made  an  order  suspending  the  operation  of 

that  schedule  until  November  i." 

By  stipulation  made  October  28,  counsel   for  the  petitioner 

agreed  to  a   further  suspension  of  the  effective  date  of  this 

schedule  of  rates  to  November  15,  1920,  in  view  of  the  fact  that 

the  matter  was  taken  into  conference  on  October  28  and  sufficient 

time  would  not  intervene  between  that  date  and  November  i  to- 

permit  the  Board  to  issue  its  report  in  the  matter. 

Due  notice  of  the  time,  place  and  purpose  of  the  hearing  was 
given  by  the  petitioner  to  the  municipalities  in  which  the  com-- 
pany  operates.  The  matter  was  also  given  due  publicity  in  the 
newspapers  circulating  throughout  the  territory  served  by  the 
company. 

In  the  interim  between  the  first  and  second  hearings,  counser 
for  the  petitioner  asked  the  Board  to  fix  rates  to  be  charged  the 
City  of  Hoboken,  which  is  being  supplied  with  water  under  a 
contract  with  the  company.  Notice  of  this  was  given  Hoboken^ 
and  at  the  second  hearing,  the  city  was  represented  by  counsel. 
After  argument,  the  Board  took  into  conference  the  question 
whether  Hoboken  should  be  made  a  party  to  the  proceedings. 
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At  the  subsequent  hearing,  held  on  October  14,  the  president  of 
the  Board  stated  its  decision  as  follows: 

"The  Board  desires  to  make  this  announcement  con- 
cerning the  rates  paid  in  the  City  of  Hoboken ;  within 
a  year  the  Hackensack  Water  Company  applied  to  the 
Board  to  fix  a  just  and  reasonable  rate  for  the  City  of 
Hoboken.  The  Board  declined  so  to  do  for  reasons 
stated  in  its  report  of  February  17,  1920.  The  applica- 
tion now  before  us  is  for  permission  to  apply  a  further 
surcharge  of  seventeen  and  one-half  per  cent,  to  the 
rates  determined  by  the  Board  in  the  report  of  April 
28,  19 1 7,  making  a  total  of  thirty-five  per  cent,  in  the 
Hackensack  Water  Company,  and  collaterally  the  mat- 
ter of  the  Hoboken  water  rates  are  projected  in  the 
hearing  because  of  an  alleged  discrimination  in  the 
rates  charged  by  the  said  water  company.  The  existing 
contract  between  Hoboken  and  the  Hackensack  Water 
Company  has  been  before  the  Board  in  several  of  its 
proceedings,  and  we  have  consistently  refrained  from 
any  finding  which  would  aflfect  its  terms.  The  rates 
charged  the  City  of  Hoboken  for  water  are  materially 
lower  than  the  rates  charged  other  constmiers  of  the 
water  company.  The  reason  for  it  is  the  contract  previ- 
ously referred  to.  If  any  of  the  municipalities  served 
by  the  Hackensack  Water  Company  desire  to  attack 
the  Hoboken  rate  as  unjustly  discriminatory,  it  is  the 
opinion  of  the  Board  that  an  independent  complaint 
should  be  filed  and  the  issue  so  limited  that  a  finding 
might  be  made  in  a  form  that  could  be  promptly  re- 
moved to  the  Supreme  Court  for  review  by  any  party 
in  interest.  It  should  not  be  injected  as  a  collateral  issue 
in  the  pending  application.  The  company  will  therefore 
confine  its  witnesses  and  proofs  to  matters  independent 
of  the  Hoboken  situation." 
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The  Board  will  consider  the  record  before  it  as  an  addition 
to  and  in  connection  with  the  records  considered  in  the  former 
proceedings  involving  investigations  of  the  rates  of  this  com- 
pany. 

VALUE  OF  PROPERTY  USED  OR  USEFUL. 

In  its  report  of  April  28,  191 7,  the  value  of  the  property  of 
the  petitioner  devoted  to  the  public  use  was  determined  to  be 
$9,500,000  for  the  purpose  of  making  rates.  In  its  formal  proofs 
the  company,  adopting  this  valuation  as  of  the  time  of  the  Board's 
determination  in  191 7,  has  brought  this  valuation  down  to  date 
by  adding  thereto  the  net  additions  to  plant  and  property  since 
that  time,  decreased  by  the  net  increase  in  the  depreciation  re- 
serve accumulated  out  of  the  rates  charged. 

By  reason  of  a  deficiency  of  return  below  the  7  per  cent,  on  the 
rate  base  as  determined  by  the  Board  in  its  first  presentation  the 
company  added  to  the  rate  base,  determined  as  above  described, 
a  sum  of  approximately  $630,000  upon  which  it  claims  a  return 
to  make  up  the  deficiency.  At  the  hearing  the  question  arose 
as  to  whether  there  should  be  included  therein  the  losses  due  to 
the  service  of  Hoboken  under  contract  rates,  and  Exhibit  P-4A 
was  subsequently  submitted,  eliminating  the  losses  directly  due 
to  serving  Hoboken  under  the  rates  prescribed  in  the  contract. 
Exhibit  P-4A  will  be  shown  in  Appendix  I  and  sets  forth  the 
claim  of  the  company  to  a  valuation  of  $12,705,996,  including 
the  deficit  of  $555,352  as  of  June  30,  1920.  In  its  original 
determination  the  Board  found  that  of  the  total  capital  19-457 
per  cent,  should  reasonably  be  assigned  to  the  service  of  Hoboken 
and  the  other  districts  should  be  chargeable  with  the  remaining 
80.543  per  cent. 

As  to  the  company's  claim  that  it  should  recoup  its  losses  below 
a  7  per  cent,  return,  the  Board  does  not  regard  the  present  as  a 
propitious  time  for  recovering  such  deficiency. 

It  is  probable  we  are  now  at  the  peak  of  costs  and  all  signs 
indicate  decreases  in  labor  and  material  costs.  As  costs  recede, 
the  margin  between  operating  costs  and  revenue  will  probably 
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increase  to  an  extent  which  will  admit  of  the  company  recouping 
the  deficiency.  To  permit  a  rate  at  this  time  to  recoup  the  de- 
ficiency might  lead  to  a  return  greater  than  should  be  allowed. 
The  Board  will  not  at  this  time  include  the  loss  of  $553,352  in 
the  rate  base,  but  will  take  as  of  June  30  the  sum  of  $12,150,644 
as  such  base. 

The  petitioner  operated  its  plant  for  nearly  thirty  years  without 
regulation  prior  to  the  creation  of  this  Board.  So  far  as  the 
Board  is  informed,  the  various  rates  throughout  this  period  were 
substantially  uniform,  although  the  return  after  fixed  charges 
was  at  times  insufficient  to  permit  the  payment  of  usual  dividends. 
The  officers  of  the  company  were  undoubtedly  of  the  opinion  rates 
should  not  be  frequently  changed  to  meet  varying  financial  re- 
sults. This  was  a  recognition  of  the  fact  that  rates  should  be 
based,  so  far  as  possible,  on  averages,  and  sTiould  not  be  changed 
at  too  frequent  intervals  because  of  temporary  decreases  in  net 
income. 

For  the  same  reason,  the  Board  will  make  its  determination 
on  the  basis  of  a  7  per  cent,  return  on  the  capital  base  as  herein- 
after determined. 

As  the  proofs  of  the  company  are  based  principally  on  the 
results  of  operation  for  the  first  six  months  of  1920,  the  capital 
base  should  be  determined  as  of  approximately  April  i,  1920, 
in  order  that  this  may  represent  the  average  capital  during  the 
period  of  six  months,  during  which  operating  revenue  and  ex- 
penses are  taken.  As  the  net  additions  to  the  property  during 
the  first  six  months  of  1920  (see  Exhibit  P-5)  were  $723,769 
and  the  increase  in  the  depreciation  reserve  during  the  same 
period  was  $60,064,  the  net  increase  in  six  months  was  $663,705. 
Assuming  that  this  increase  was  made  at  an  average  rate  per 
month,  this  would  indicate  an  additional  $331,853  to  be  added  to 
the  value  as  of  January  i,  1920,  or  deducted  from  the  $12,150,644 
as  of  June  30.  The  value  of  the  property  as  of  December  31, 
1919  (Exhibit  P-6),  omitting  deficits  below  a  7  per  cent,  return, 
was  $11,486,939,  and  the  net  increase  to  April  i,   1920,  was 
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approximately  $331,853,  making  a  total  rate  base  as  of  April  i, 
1920,  of  $11,818,792  for  the  entire  company.  Following  the 
method  used  by  the  Board  in  its  report  of  April  28,  1917,  19.457 
per  cent,  or  $2,299,582  of  this  base  will  be  assigned  to  Hoboken 
and  80.543  per  cient.  or  $9,519,210  will  be  assigned  to  the  districts 
outside  of  Hoboken.  For  the  period  of  six  months  3.5  per  cent, 
on  these  two  amounts  would  indicate  that  the  net  return  of  the 
company  for  the  six  months  ending  June  30,  1920,  should  have 
been  $80,485  for  Hoboken  and  $333,173  to  the  districts  outside 
of  Hoboken,  respectively,  a  total  of  $413,658. 

OPERATING    EXPENSES    AND    OTHER    REVENUE    DEDUCTIONS. 

Exhibits  P-7  and  P-ii  indicate  that  the  operating  expenses  of 
the  company  for  the  six  months  ending  June  30,  1920,  were 
$303,485,  excluding  appropriation  for  depreciation,  taxes  w^ere 
$199,074,  the  subtotal  of  these  two  items  being  $502,559.  The 
amount  appropriated  to  depreciation  reserve  was  $61,783,  making 
the  total  for  revenue  deductions  of  $564,342  for  that  period. 
These  amounts,  added  to  the  $413,658  for  return  on  the  capital 
used  and  useful,  indicates  that  the  total  revenue  for  the  six 
months  in  order  to  earn  the  return  of  7  per  cent,  per  annum  on 
the  capital  base  hereinbefore  set  forth  should  have  been  $978,000. 
Apportioning  the  operating  expenses  and  taxes  in  the  amount  of 
19.7473  per  cent,  to  Hoboken  would  indicate  that  Hoboken  should 
be  charged  with  $99,242  and  the  remainder  of  $403,317  should 
be  assigned  to  districts  outside  of  Hoboken;  assigning  to  Ho- 
boken, in  the  same  way,  17.5769  per  cent,  of  the  amortization 
(totaling  $61,783),  would  allocate  to  Hoboken  $10,860  and  to 
districts  outside  of  Hoboken  $50,923.  These  figures  are 
brought  together  in  Table  I,  which  follows: 
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TABLE  I. 

SHOWING  THE  ALLOCATION  TO  THE  HOBOKEN  DISTRICT  AND  TO  DISTRICTS  OUTSIDE 
HOBOKEN  OF  THE  CAPITAL  BASE  AS  OF  APRIL  I,  I92O,  AND  ALSO  OF  3^4% 
THEREON  FOR  THE  FIRST  HALF  OF  I920;  ALSO  ALLOCATION  OF  OPERATING  REVE- 
NUE DEDUCTIONS  FOR  THE  SIX  MONTHS,  DERIVING  THE  WATER  REVENUE  RE- 
QUIRED AND  THE  SURCHARGE  OVER  BASE  RATES  NECESSARY  TO  PRODUCE  7%  PER 
ANNUM  ON  THE  CAPITAL  BASE. 

Outside  of        Company 
Ref.  Hoboken.        Hoboken.  Toted. 

Ex.  P-6        Value    of    Property    (de- 
preciated)   at    Dec.    31, 

1919,    $11,486,939 

Ex.  P-4-A    Value    of    Addi- 
tions     first      6        ' 

mos.  of  1920, . .  $723,769 

P-4-A  Less  increase  in 
Depreciation  Re- 
serve       60,064 


Ex.  P-7 
and  II 


Net  increase  in  6 
mos.  to  June 
30/20,     $663,705 

Pro-rated  net  in- 
crease to  April 
1/20,      331,853 


Rate     Base     of     April     i, 

192c,    (i) $2,299,582 

Six    months'    interest   'on 

base  @  7%  per  annum,  $80485 
Operating     Expenses*    and 

Taxes  (2) ,  99,242 

Amortization,    (3),    10,860 


Total,    $190,587 

Less    miscellaneous   reven- 
ues,     


Required    Water    Revenue 

to   earn    7%,    $190,587 

Hoboken  contract  revenue,        136568 


$762,909 


$331,853 


$9,519,210 

$11,818,792 

$333,173 

$413,658 

403,317 
50.923 

502,559 
61,783 

$787,413 

$978,000 

24504 

24.504 

$953,496 


De.^ciency  in  Hoboken,  .       $54,019 
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Actual  sales  out- 
side   Hoboken,.  $719,879 

Same  sales  computed  on  base  rates 

eliminating  171/2%  surcharge $612,663 

Deficit  outside  Hoboken  at  base 
rates,    $150,246 

Indicated  increase  over  base  rates 
in  percentage,   24.5% 

(i)  Apportioned  to  Hoboken  19457%,  outside  Hoboken  80.543% 

(2)  "  "        "        197473%,        "  "        80.2527% 

(3)  "  "        "        17-5769%.        "  "        824231% 

From  the  total  revenue  to  be  derived  from  the  districts  outside 
of  Hoboken,  amounting  to  $787,415  as  shown  in  Table  I,  is  to 
be  deducted  $24,504  of  miscellaneous  revenues,  which  leaves 
water  revenue  required  from  the  districts  outside  of  Hoboken  of 
$762,909  and  from  Hoboken  of  $190,587.  As  shown  by  Exhibit 
P-3,  the  actual  revenue  received  from  Hoboken  during  the  first 
half  of  1920  was  $136,568,  indicating  a  deficiency  for  that  period 
in  Hoboken  of  $54,019  below  the  revenue  required  to  earn  at  the 
rate  of  7  per  cent,  per  annum  in  districts  outside  of  Hoboken. 

The  gross  operating  revenue  for  the  entire  company,  as  shown 
on  Exhibit  P-7,  was  $856,447.  The  sales  in  the  Hoboken  district, 
as  shown  by  Exhibit  P-3,  were,  as  before  stated,  $136,568.  This 
indicates  that  the  sales  in  the  districts  outside  of  HobcJcen  (in- 
cluding the  small  item  of  miscellaheous  revenue  totaling  $1,645) 
were  $719,879.  As  these  rates  include  a  surcharge  of  17.5  per 
cent.,  this  amount  should  be  divided  by  1.175  in  order  to  ascer- 
tain the  revenue  on  the  basis  of  the  base  rates  as  found  by  the 
Board  without  a  surcharge.  This  indicates  that  $612,663  should 
be  deducted  from  the  required  revenue  of  $762,909,  leaving  a 
deficit  of  $150,246  outside  of  Hoboken  at  base  rates.  As  $150,- 
246  is  24.5  per  cent,  of  $612,663,  it  would  indicate  that  the 
experience  of  the  company  during  the  first  six  months  of  1920 
would  require  an  addition  of  24.5  per  cent,  to  the  base  rates  in 
order  that  the  company  might  earn  7  per  cent.  The  company 
has  been  fortunate  in  having  coal  delivered  to  it  under  contract 
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at  prices  much  lower  than  those  which  have  been  recently  pre- 
vailing. 

Notwithstanding  the  downward  trend  in  the  price  of  coal  it 
is  evident  that  the  company  will  be  unable  to  buy  coal  at  the 
mines  at  less  than  its  contract  prices.  Since  the  increase  in  freight 
rates,  the  cost  of  coal  to  ,the  company  has  increased  by  the  addi- 
tional carrying  charges  and  this  increased  cost  has  and  will  con- 
tinue to  directly  effect  operating  expenses. 

Furthermore,  taxes  based  on  gross  revenue  must  be  added  to 
all  increases  over  the  17.5  per  cent,  effective  during  the  six 
months'  period.  Had  the  freight  rates  been  effective  during  the 
six  months,  the  total  deficiency  would  have  required  a  surcharge 
of  about  26  per  cent.,  which  is  1.5  per  cent,  more  than  the  six 
months'  actual  experience  indicates. 

In  Exhibit  P-15  the  company  submitted  a  statement,  giving 
the  operating  results  for  the  full  year  ended  July  31,  1920,  under 
the  surcharge  of  17.5  per  cent,  allowed  by  the  Board  in  19 19. 
Using  the  same  method  as  shown  in  Table  I  would  lead  to  the 
conclusion  that  a  surcharge  of  26  per  cent,  would  have  been 
necessary  to  be  applied  to  the  base  rates  in  order  for  the  com- 
pany to  have  earned  7  per  cent,  in  the  districts  outside  of  Ho- 
boken. Adding  the  1.5  per  cent,  to  cover  freight  and  tax  in- 
creases would  give  a  surcharge  of  27.5  per  cent,  based  on  the 
year's  experience.  The  conclusion  to  be  drawn  from  a  study  of 
all  the  facts  as  set  forth  in  the  case  is  that  a  surcharge  pf  27  per 
cent,  would  place  the  company's  finances  in  such  a  shape  that  it 
might  earn  the  same  return  as  indicated  in  the  Board's  original 
report  of  April  28,  1917;  that  is  to  say,  7  per  cent,  on  the  capital 
base. 

It  is  pertinent  to  point  out  that  the  largest  single  increase  in 
the  exi>enses  of  the  company  is  due  to  a  very  large  increase  in 
taxes  which  the  company  is  obliged  to  pay.  Its  taxes  in  19 13 
(omitting  cents)  were  $85,950;  and  in  1914,  $96,606.  The 
Board  predicated  its  report  of  April  28,  191 7,  on  the  1914  taxes 
increased  by  the  sum  of  $26,000,  tax  bills  for  191 5  being  known 
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before  the  conclusion  of  the  case.  The  actual  taxes  for  1915 
were  $123,690;  for  1916,  $127,695;  for  1917,  $214,553;  for 
191 8,  when  the  new  rates  ordered  by  the  Board  became  effective, 
$266,004;  and  for  1919,  $314,699.  Exhibit  P-7  indicated  that 
t^ie  taxes  for  the  first  half  of  1920  approximated  $199,074, 
which  is  at  the  rate  of  substantially  $400,000  a  year.  The  taxes 
for  1920  will  therefore  be  more  than  four  times  what  they  were 
in  1 91 4  when  the  Board  began  its  investigation  of  the  reason- 
ableness of  the  rates  charged  by  this  company.  Out  of  every 
dollar  collected  by  the  company  in  19 14,  substantially  9  cents  was 
paid  out  for  taxes.  Out  of  every  dollar  collected  by  the  com- 
pany during  the  first  half  of  1920  more  than  23  cents  were  paid 
out  for  taxes.  The  increase  is  about  half  of  the  surcharge  indi- 
cated by  the  foregoing  figures  and  each  further  increase  will 
require  that  rates  carry  a  provision  for  such  taxes  as  are  based 
on  income. 

Assuming  that  the  company  received  for  a  full  year  the  net 
revenue  to  be  produced,  $413,658  indicated  as  necessary  in 
Table  I,  the  amount  for  the  full  year  would  be  $827,316.  Out 
of  this  the  company  would  be  required  to  pay  for  interest  and 
amortization  of  bond  discount  $199,608,  which  would  leave  the 
net  income  of  $627,798  applicable  to  the  dividends  and  surplus 
or  a  return  of  8.7  per  cent,  on  the  capital  stock  of  $7,222,900 
outstanding. 

The  Board,  therefore,  finds  and  determines  the  rates  proposed 
to  be  charged  by  the  Hackensack  Water  Company  imjust  and  un- 
reasonable and  the  petition  for  approval  thereof  is  denied.  The 
Board  further  finds  and  determines  that  the  existing  rates  are 
insufficient  and  do  not  yield  to  the  company  the  rate  of  return 
to  which  the  Board  heretofore  adjudged  it  to  be  entitled. 

To  enable  it  to  earn  said  return  the  company  will  be  permitted 
to  file  an  amended  schedule  of  rates  imposing  a  surcharge  of  27 
per  cent,  effective  November  15,  1920,  in  lieu  of  the  existing 
surcharge  of  17.5  per  cent. 

Acceptance  by  the  company  of  the  increases  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
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the  same  may  be  made  as  and  if  conditions  as  indicated  by 
operating  results  warrant. 

Beginning  at  the  effective  date  of  the  rates  herein  allowed, 
the  company  is  to  render  to  the  Board  quarterly  reports.  These 
reports  are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Non-Operating  Income,  Income 
Deductions  and  balance  available  for  General  Amortization, 
Dividends  and  Surplus,  and  also  the  amount  appropriated  for 
General  Amortization,  together  with  a  comparison  with  the 
figures  for  the  corresponding  period  of  the  preceding  year. 

Dated  November  11,  1920. 


No.  858. 

In  the  Matter  of  Charges  for  Service  Connections  by 
THE  PuBUC  Service  Ei^Ectric  Company. 

1.  There  is  no  obligation  resting  upon  a  public  utility  to  extend  its  facilities 
and  supply  service  at  its  filed  rates  without  regard  to  the  cost  of  the  extension 
or  the  suffiiciency  of  the  return. 

2.  But  long  and  expensive  constructions  for  the  benefit  of  individuals 
whose  use  of  the  facilities  would  be  insufficient  to  pay  interest  on  the  capital 
expenditure  and  provide  for  depreciation  are  quite  different  from  the  con- 
nection of  premises  located  alongside  the  distributing  system. 

3.  Unless  a  utility  is  operating  under  such  conditions  that  it  is  unable  to 
supply  service  at  rates  prospective  customers  will  be  willing  to  pay,  addi- 
tional customers  from  whom  it  is  apparent  the  revenue  will  meet  all  costs 
which  can  be  fairly  allocated  to  them,  including  a  reasonable  return  on  the 
investment,  not  only  add  in  a  desirable  way  to  the  utilit3r's  receipts,  but  their 
connection  to  the  system  is  in  accordance  with  the  public  policy  under  which 
the  utility  enjoys  special  privileges  to  operate. 

4.  Where  the  cost  of  the  connection  is  such  that  the  revenue  from  the 
customer  will  absorb  the  connection  charges  and  return  a  profit  to  the  com- 
pany, there  is  no  injury  to  the  other  users  if  the  cost  of  making  the  con- 
nection is  assumed  by  the  company. 

5.  A  public  utility  may  properly  initiate  rules  and  regulations  assumed  by 
it  to  be  in  the  general  interest  of  its  customers.  If  the  question  arises 
lyhether  the  utility  is  in  error  in  its  judgment  and  the  promotion  of  the  public 
interest  without  injustice  to  the  utility  requires  rules  and  regulations  different 
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from  those  initiated  by  it,  the  Board,  not  the  utility,  must  accept  the  respon- 
sibility and  decide  the  question. 

6.  Giving  due  consideration  to  all  the  facts  and  circumstances,  it  is  not 
believed  the  financial  condition  of  the  company  or  the  general  conditions 
with  respect  to  procuring  capital  are  such  is  to  warrant  the  abrogation  of 
the  old  rule  providing  for  service  connections  without  charge  within  the 
limits  to  which  such  connections  were  previously  so  made. 

7.  As  to  charges  imposed  when  the  free  limits  are  exceeded  these  should 
not  be  fixed  sums,  but  based  on  the  actual  costs  of  materials  used  and  the 
labor  employed. 

8.  The  Board  is  not  authorized  under  the  laws  which  define  its  powers  and 
duties  to  award  reparation.  As  under  the  new  rules  and  regulations  which 
the  Board  determines  to  be  unjust  and  unreasonable  charges  have  been  made 
for  service  connections  previously  made  without  charge,  and  as  hereafter 
such  charges  are  not  to  be  imposed,  the  Board  is  of  the  opinion  refunds 
should  be  made  and  so  recommends. 

L.  D.  H.  Gilmour,  for  Public  Service  Electric  Company. 
David  Armstrong,  for  the  City  of  Rah  way. 
F,  W.  Davis,  pro  se. 

On  September  i,  1920,  the  Public  Service  Electric  Company 
adopted  new  rules  and  regfulations  for  service  connections,  which 
superseded  its  rules  and  regulations  previously  in  force.  The 
rules  superseded  have  been  in  effect  since  October  31,  191 4. 
They  were  adopted  by  the  company  of  its  own  violition  and  as 
they  have  been  acquiesced  in  by  the  public  without  substantial 
criticism  or  complaint  it  is  fair  to  assume  they  have  been  re- 
garded both  by  the  company  and  those  affected  by  them  as 
just  and  reasonable. 

The  new  rules  and  regulations  include  definitions  of  over- 
head and  underground  service  connections,  and  these  definitions 
are  the  same  as  in  the  old  rules.  Charges  are  made  for 
service  connections  formerly  furnished  free  and  the  charges, 
which  under  the  old  rules  and  regulations  were  imposed,  are 
materially  increased.  These  charges  are  in  part  fixed  sums, 
as  where  a  service  connection  for  "20050  watt  equivalents  and 
under  is  of  that  length  or  character  requiring  one  or  more  poles 
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placed  on  private  property  to  make  the  run.  The  excess  run 
shall  be  paid  for  by  the  customer  at  the  rate  of  $40.00  per  pole 
for  each  pole  set*'  and  in  part  such  charges  based  on  estimated 
costs  for  installation  of  over  500-50  watt  equivalents  and  all 
primary  connections  the  customer  is  required  to  pay  the  es- 
timated cost. 

Other  installations  such  as  underground  lighting  distribution, 
overhead  and  underground  power  distribution  are  provided  for  in 
the  same  way;  that  is,  for  some  conditions  by  making  fixed 
charges  and  for  others  by  charges  based  on  estimated  costs.  It 
should  not  be  understood  that  in  all  cases  where  the  company  in 
its  new  rules  and  regulations  makes  charges  for  service  connec- 
tions, such  connections  were  made  without  charge  under  the  old 
rules. 

It  was  the  former  practice  of  the  company  to  charge  under 
certain  conditions  and  under  other  conditions  to  make  the  con- 
nections without  charge.  For  example,  under  the  old  rules  for 
overhead  lighting  distribution  a  service  connection,  not  requiring 
a  pole  placed  on  private  property,  the  run  was  made  without 
cost.  Where  one  or  more  ix>les  were  placed  on  private  property 
the  customer  was  required  to  pay  for  the  poles  at  the  rate  of 
$12.00  for  each  pole  set.  For  imderground  lighting  distribu- 
tion service  connections  not  exceeding  30  feet  in  length  from 
the  curb  were  made  without  cost  to  the  customer;  excess  was 
charged  at  the  rate  of  50  cents  per  foot. 

With  respect  to  power  connections  distinctions  were  also  made, 
the  connections  under  certain  conditions  being  made  without 
charge  and  under  other  conditions,  involving  more  expensive 
constructions,  charges  being  made. 

The  new  rules  and  regulations  were  the  cause  of  numerous 
informal  complaints  to  the  Board,  and  the  Board  initiated  a 
hearing  for  the  purpose  of  determining  whether  the  charges 
made  under  them  are  unjust,  unreasonable,  or  unjustly  dis- 
criminatory. Of  this  hearing  due  notice  was  given,  and  the 
testimony  was  taken  of  witnesses  produced  by  the  company  in 
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defense  both  of  charging  for  service  connections  where  the  same 
had  been  made  in  the  past  without  cost  to  the  customer,  and  of 
the  charges  themselves. 

The  Board,  for  reasons  stated  hereafter,  will  not  consider  the 
question  of  the  reasonableness  of  the  fixed  charges  in  detail.  In 
defense  of  the  rule  requiring  the  cost  of  service  connections  to 
be  borne  by  the  customer  Mr.  AUegeart,  General  Auditor  of  the 
Company,  testified  as  follows: 

If  a  public  utility  company  keeps  pace  with  the 
growth  of  a  cummunity  it  serves  it  will  be  called  upon 
continuously  to  extend  its  facilities  for  which  it  will 
require  new  capital  in  ever-increasing  amounts.  It  has 
been  and  is  becoming  increasingly  difficult  to  obtain 
new  capital  for  public  utility  enterprises  throug'h  what 
were  the  ordinary  channels — that  is,  from  what  may 
be  termed  the  outside  investing  public,  and  any  plan 
which  although  only  in  part  places  this  burden  so  to 
speak  where  it  belongs  is  sound  and  just  and  in  the 
last  analysis  is  in  the  public  interest. 

If  capital  cannot  be  obtained  in  what  was  heretofore 
the  ordinary  way  and  the  company  is  expected  to  ex- 
tend its  facilities  in  order  to  meet  demands  upon  it, 
we  cannot  escape  the  conclusion  that  the  responsibility 
for  supplying  the  needed  capital  rests  directly  upon  the 
community  to  be  benefited  by  such  extension. 

In  line  with  such  conclusion  the  company  has  re- 
cently extended  the  practice  of  requiring  the  customer 
to  furnish  the  investment  necessary  to  obtain  service 
from  the  company's  lines  and  apparatus  so  as  to  in- 
clude as  a  part  of  the  customer's  investment  costs  the 
service  connection  from  the  customer's  premises  to  the 
company's  main  lines.  This  plan  then  completes  the  re- 
quirement that  each  customer  shall  furnish  himself 
with  that  part  of  the  total  investment  cost  necessary 
to  supply  him  with  service  which  can  be  allocated  to 
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his  individual  needs  and  uses  and  which  is  not  for  the 
common  use  of  all  its  customers.  Under  the  plan, 
however,  the  company  excludes  the  cost  of  the  meter 
for  measuring  the  service  and  installation  thereof, 
because  it  is  generally  held  that  this  piece  of  apparatus 
should,  in  the  interest  of  all  customers,  be  owned  and 
maintained  by  the  company. 

The  company  holds  that  the  new  plan  will  not  be 
discriminatory  against  new  customers  as  compared  with 
old  customers  who  were  not  required  to  furnish  this 
additional  investment,  because  notwithstanding  this 
contribution  to  investment  cost  by  new  customers,  it 
will  still  cost  the  company  a  greater  sum  for  invest- 
ment per  customer  to  supply  new  customers  than  it  cost 
for  old  customers,  and  this  condition  will  continue  for  a 
long  time  to  come. 

The  sum  thus  contributed  toward  investment  cost  by 
the  new  customers  will  be  credited  on  the  company's 
books  to  capital  account  and  as  a  result  will  be  ex- 
cluded from  the  company's  capital  on  which  it  will  be 
allowed  to  earn  a  fair  return. 

A  service  connection  in  the  case  of  overhead  dis- 
tribution running  from  the  customer's  premises  to  the 
company's  main  line  and  in  underground  distribution 
from  the  customer's  premises  to  the  curb,  will  be  owned 
by   the   customer   and   really  be   part   of   his   wiring 
system." 
In  so  far  as  the  foregoing  applies  to  extensions  of  facilities 
where  for  the  benefit  of  the  individual  there  must  be  special  and 
expensive  construction  from  which  there  would  not  be  a  reason- 
able revenue,  the  theory  advanced  is  in  accordance  with  the 
policy  of  the  State. 

There  is  no  obligation  resting  upon  a  public  utility  to  extend 
its  facilities  and  supply  service  at  its  filed  rates  without  regard 
to  the  cost  of  the  extension  or  the  sufficiency  of  the  return. 
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The  power  of  the  Board  to  order  such  extensions  is  limited. 
They  can  be  ordered  only  after  hearing,  and  upon  its  appearing 
that  the  extension  required  "is  reasonable  and  practicable  and 
will  furnish  sufficient  business  to  justify  the  construction  and 
maintenance  of  the  same,  and  when  the  financial  condition  of 
the  public  utility  reasonably  warrants  the  original  expenditure 
required  in  making  and  operating  such  extension."  (Chap.  195, 
N.  J.  P.  L.  1911.) 

But  long  and  expensive  constructions  for  the  benefit  of  indi- 
viduals whose  use  of  the  facilities  would  be  insufficient  to  pay 
interest  on  the  capital  expenditure  and  provide  for  depreciation 
are  quite  different  from  the  connection  of  premises  located  along- 
side the  distributing  system.  It  is  true  that  the  building  may  be 
on  a  street  through  which  the  company's  facilities  have  been 
extended,  but  located  so  far  from  the  curb  line  that  the  connection 
cost  would  be  materially  higher  than  is  usually  necessary.  In 
such  case  it  is  not  unreasonable  for  the  excess  to  be  paid  for  by 
the  customer. 

The  rule  of  the  company  previously  in  force,  providing  for  a 
charge  for  service  connections  beyofid  a  distance  which  would 
include  the  great  majority  of  those  desiring  service,  does  not 
seem  unreasonable.  On  the  other  hand,  the  propriety  of  the  new 
rule  requiring  the  payment  of  a  fixed  sum  by  all  those  connected 
and  within  the  former  free  limit  is  open  to  serious  question. 

Unless  a  utility  is  operating  under  such  conditions  that  it  is 
unable  to  supply  service  at  rates  prospective  users  will  be  willing 
to  pay,  additional  customers,  from  whom  it  is  apparent  the 
revenue  will  meet  all  costs  which  can  be  fairly  allocated  to  them, 
including  a  reasonable  return  on  the  investment,  not  only  add  in 
a  desirable  way  to  the  utility's  receipts,  but  their  connection  to 
the  system  is  in  accordance  with  the  public  policy  under  which 
the  utility  enjoys  special  privileges  to  operate. 

It  should  be  noted  in  this  connection  that  electricity  and  gas 
while  great  conveniences  under  modem  living  conditions  are 
not  necessities  of  existence.     Many  millions  live  in  the  country 
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and  rural  settlements,  in  which  there  are  no  facilities  to  supply 
either;  and  in  places  where  such  facilities  are  available  they  are 
by  no  means  in  universal  use. 

On  the  other  hand,  water  must  be  used  by  all.  To  require 
that  each  owner  of  a  house  should  pay  for  the  pipe  laid  on  his 
property  to  connect  to  the  water  main,  does  not  tend  to  restrict 
the  number  of  the  customers  or  lessen  the  revenues  of  a  water 
utility.  Where  conditions  are  such  that  water  is  supplied  for 
public  use  through  mains  and  pipes,  the  connection  of  houses  to 
the  mains  is  not  only  convenient  but  necessary;  except  in  rare 
cases  where  there  are  wells,  the  use  of  which  is  permitted  by 
health  authorities. 

To  charge  a  substantial  sum  for  connection  to  the  gas  or  elec- 
tric company's  facilities  may  tend  to  restrict  the  legitimate  and 
profitable  use  of  such  facilities. 

It  is  contended  that  the  sums  paid  for  the  service  connections 
are  credited  to  capital  account;  that  the  customers  in  general 
receive  a  benefit  because  the  company's  investment  on  which  a 
return  under  regulation  must  be  allowed  will  be  less  than  would 
be  the  case  if  it  furnishes  the  money  to  pay  for  the  service  con- 
nections. Where  an  extension  of  facilities  is  necessary  and  the 
return  to  the  company  from  the  new  customer  would  be  insuffi- 
cient to  pay  interest  on  the  investment,  provide  for  depreciation, 
and  the  cost  of  supplying  the  service,  this  theory  is  correct  and 
may  be  supported  on  grounds  of  public  policy. 

Where  the  cost  of  the  connection  is  such  that  the  revenue  from 
the  customer  will  absorb  the  above  charges  and  return  a  profit 
to  the  company,  there  is  no  injury  to  the  other  users  if  the  cost 
of  making  the  connection  is  assumed  by  the  company.  Under 
the  laws  of  our  State  this  is  for  the  Board  of  Public  Utility 
Commissioners  to  decide.  A  public  utility  may  properly  initiate 
rules  and  regulations  assumed  by  it  to  be  in  the  general  interest 
of  its  customers.  If  the  question  arises  whether  the  utility  is  in 
error  in  its  judgment,  and  the  promotion  of  the  public  interest 
without  injustice  to  the  utility  requires  rules  and  regulations 
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different  from  those  initiated  by  it,  the  Board,  not  the  utility, 
must  accept  the  responsibihty  and  decide  the  question. 

It  is  urged  in  favor  of  the  new  rules  that  it  is  difficult  for  the 
utility  to  obtain  capital  and  that  because  of  this  those  for  whom 
service  is  to  be  provided  should  furnish  the  money  to  be  used 
for  the  necessary  construction. 

There  would  be  much  force  in  this  if  there  were  in  contempla- 
tion the  requirement  of  expensive  extensions  of  facilities  by  the 
company,  without  regard  to  the  return  therefrom.  This  is  not 
the  case  and  the  company  is  protected  by  law  against  such  re- 
quirement. 

It  is  not  contended  by  the  company  that  if  it  continues  to  make 
without  charge  the  service  connections  it  supplied  free  under  its 
old  rules  and  regulations,  the  normal  use  of  the  service  will  not 
afford  it  a  reasonable  return. 

It  is  entirely  reasonable  to  assume  that  there  will  be  no  de- 
ficiency in  an  adequate  return  upon  the  investment  made  in  service 
connections  for  prospective  consumers  if  the  practice  of  the  com- 
pany which  prevailed  under  its  former  rules  and  regulations  with 
regard  to  making  certain  connections  without  cost  is  resumed. 

If  the  Board  is  in  error  with  respect  to  this,  the  deficiency 
must  be  an  element  to  be  considered  in  any  proceeding  involving 
the  company's  rates.  Taking  this  into  consideration,  the  ques- 
tion is  whether  a  long-established  practice  used  in  building  up 
the  company's  business  and  tending  to  an  increase  in  the  proper 
and  normal  use  of  its  facilities  should  be  abrogated  because  of  the 
difficulty  of  obtaining  capital. 

The  conditions  with  respect  to  obtaining  capital  by  public 
utilities  are  well  known  to  the  Board  as  the  result  of  numerous 
proceedings  before  it  involving  capital  issues  by  public  utilities 
and  investigations  of  their  rate  schedules. 

The  Board  has,  from  financial  reports  regularly  made  to  it, 
thorough  knowledge  of  the  utility  under  consideration.  The 
company  maintained  the  rules  and  regulations  which  it  now  seeks 
to  abrogate  during  the  war  and  until  the  first  of  September  of 
this  year. 


Digitized  by 


Google 


Board  of  Pubuc  Utiuty  Commissioners.  481 


p.  S.  Elec.  Co.— Charges  for  Service  Connections. 

Giving  due  consideration  to  all  the  facts  and  circumstances, 
Mre  do  not  believe  the  financial  condition  of  the  company  or  the 
g-eneral  conditions  with  respect  to  procuring  capital  are  such  as  . 
to  warrant  the  abrogation  of  the  old  rule  providing  for  service 
connections  without  charge  within  the  limits  to  which  such  con- 
nections were  previously  so  made. 

As  to  the  charges  imposed  when  the  free  limits  are  exceeded 
the  Board  is  of  the  opinion  these  should  not  be  fixed  sums  as 
provided  by  the  company's  rules  and  regulations. 

That  the  costs  imposed  by  the  rules  adopted  in  19 14  might 
be  too  low  at  the  present  time  may  be  true.  On  the  other  hand, 
the  trend  appears  to  be  downward  from  the  very  high  prices 
recently  prevailing,  and  this  does  not  seem  to  be  a  good  time  to 
adopt  a  new  schedule  of  fixed  prices.  It  is  our  opinion  that 
where  charges  are  to  be  made  under  the  service  rules  and  regu- 
lations, these  should  be  based  on  the  actual  costs  of  materials 
used  and  the  labor  employed,  and  we  will  so  rule. 

The  Board  therefore  finds  and  determines  that  the  existing 
charges  as  provided  in  the  rules,  regulations  and  charges  for 
electric  service  connections  of  the  Public  Service  Electric  Com- 
pany, effective  September  i,  1920,  are  unjust  and  unreasonable; 
that  it  is  just  and  reasonable  for  the  said  Public  Service  Electric 
Company  to  charge  for  electric  service  connections  where  charges 
were  made  by  its  rules,  regulations  and  charges  for  such  connec- 
tions, effective  October  31,  1914,  and  the  Board  fixes  as  just 
and  reasonable  charges  to  be  made  the  cost  to  the  company  of 
the  said  connections,  no  charges  to  be  applied  where  charges 
would  not  be  made  under  the  said  rules,  regulations  and  charges 
of  October  31,  1914. 

The  Board  is  not  authorized  under  the  laws  which  define  its 
powers  and  duties  to  award  reparation.  As  under  the  new  rules 
and  regulations  which  the  Board  determines  to  be  unjust  and 
unreasonable,  charges  have  been  made  for  service  connections 
previously  made,  without  charge,  and  as  hereafter  such  charges 
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are  not  to  be  imposed,  the  Board  is  of  the  opinion  that  refunds 
should  be  made  of  these  charges  and  so  recommends. 
Dated  November  18,  1920. 

ORDER. 

This  matter  having  been  duly  heard  and  the  Board  having 
on  November  18,  1920,  made  and  filed  a  report  stating  its  findings 
of  fact  and  conclusions  thereon,  which  report  by  reference  there- 
to herein  is  made  part  hereof,  hereby,  after  hearing, 

Orders  fixed  as  just  and  reasonable  charges  to  be  observed 
and  followed  by  the  Public  Service  Electric  Company  in  making 
connections  to  its  overhead  and  undergroun;!  distribution  system 
the  following: 

1.  Definition  of  Electric  Service  Connection. 

2.  Length  of  Service  Connection  to  be  run  without  Cost  to 

Customer. 

3.  Charge  to  be  made  Customer  for  Excess  Service  Connec- 

tion. 

DEFINITION OVERHEAD    SERVICE    CONNECTION. 

By  "Service*'  is  meant  that  part  of  the  overhead  system  from 
the  last  pole  of  the  main  line  to  consumers*  outlets.  The  location 
of  main  lines  may  be  classified  as  follows : 

1.  On  public  highways; 

2.  On  private  highways  considered  public ; 

3.  On  private  property  when  used  or  intended  for  convmon 

distribution,  such  as  on  rear  property  lines  in  the  interior 
of  blocks  and  like  locations. 

DEFINITION — UNDERGROUND  SERVICE  CONNECTION. 

By  "Service'  is  meant  that  part  of  the  underground  system, 
from  manhole  or  service  box  at  curb,  to  cutout  switch  in  con- 
sumers' building. 
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LIGHTING OVERHEAD  DISTRIBUTION. 

1.  A  service  connection  which  does  not  require  a  pole  placed 
on  private  property  to  make  the  run  shall  be  made  without  cost 
to  customer.  (A  pole  set  on  curb  line  of  street  or  public  highway 
to  bring  wires  across  the  street  shall  not  be  counted. ) 

Where  service  connection  is  of  that  length  of  character  re- 
quiring one  or  more  poles  placed  on  private  property  to  make 
the  run,  the  excess  run  shall  be  paid  for  by  customer  at  the  cost 
of  the  same,  cost  being  defined  as  including  appropriate  incidental 
charges. 

2.  A  customer  desiring  tmderground  service  connection  in 
overhead  section  must  run  wire  in  conduit  at  his  expense  from 
building  to  pole  as  detailed  in  the  company's  "Rules  and  Regu- 
lations for  Wiring." 

3.  Primary  service  connection  to  transformer  located  in  vault 
on  premises  of  the  customer  in  overhead  sections  shall  be  run 
underground,  the  cost  to  be  paid  by  the  customer  the  same  as 
for  secondary  undergrotmd  services  in  overhead  sections.  The 
customer  is  to  furnish  and  install  the  necessary  conduits.  The 
company  to  provide  the  primary  cable  from  the  main  line  to 
transformer,  but  the  cost  of  the  cable  and  installation  to  be 
charged  to  the  customer. 

4.  Where  it  is  necessary  purely  from  the  company  operating 
standpoint  to  furnish  primary  service  connection  in  overhead 
sections  to  transformer  in  vault  located  on  the  premises  of  cus- 
tomer and  to  install  such  service  underground,  the  company  shall 
furnish  and  install  the  necessary  cable  and  conduit  from  the 
main  line  to  the  transformer  at  its  expense  provided  the  dis- 
tance is  not  in  excess  of  125  feet  from  the  curb.  Where  the 
distance  exceeds  125  feet  the  company  shall  complete  the  in- 
stallation, but  the  customer  may  be  billed  at  cost  for  that  part 
of  the  service  connection  in  excess  of  125  feet. 

The  company,  except  as  herein  provided,  shall  be  the  judge 
of  the  necessity  from  the  operating  standpoint  of  furnishing  the 
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primary  service  connection  herein  referred  to  and  may  adopt 
such  regulations  governing  the  conduct  of  its  employees  in 
directing  this  as  it  deems  proper. 

In  case  of  dispute  with  a  customer  as  to  the  necessity  from 
the  operating  standpoint  of  furnishing  the  said  primary  service 
connection,  the  matter  shall  be  referred  to  the  Board  of  Public 
Utility  Commissioners  for  determination. 

UGHTING UND^GROUND  DISTRIBUTION. 

5.  A  service  connection  not  exceeding  30  feet  in  length  from 
the  curb  shall  be  made  without  cost  to  customer.  Excess  is  to  be 
paid  for  by  the  customer  at  the  cost  thereof. 

6.  Primary  service  connections  to  transformers  located  in 
vaults  on  premises  of  customers  shall  be  subject  to  the  same 
rules  laid  down  above  in  numbered  paragraphs  3  and  4. 

POWER — OVERHEAD    DISTRIBUTION. 

7.  Service  connections  for  power  installations  (other  than 
those  for  residences)  shall  be  furnished  without  cost  to  the  cus- 
tomer as  follows: 

Installations  up  to  and  including  10  horse  power  of  connected 
capacity,  a  run  requiring  not  more  than  i  pole  on  private 
private  property; 

For  each  additional  20  horse  power  or  fraction  thereof  of 
connected  capacity,  i  additional  pole  of  service  run. 

(A  pole  set  on  curb  line  of  street  or  public  highway 
to  bring  wires  across  the  street  shall  not  be  counted). 

Where  service  connection  is  of  that  length  or  character  re- 
quiring a  larger  number  of  poles  placed  on  private  property  than 
called  for  above,  the  excess  service  run  shall  be  paid  for  by  the 
customer  at  cost  for  such  excess. 

8.  Primary  service  connection  to  transformer  located  in  vault 
or  to  apparatus  on  premises  of  customer  in  overhead  sections 
shall  be  run  underground  under  the  same  conditions  as  to 
charges  as  set  forth  in  numbered  paragraphs  3  and  4. 
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P0W:ER — ^UNDERGROUND  DISTRIBUTION. 

9.  Service  connections  for  power  installations  (other  than 
those  for  residences)  shall  be  furnished  without  cost  to  the  cus- 
tomer as  follows: 

A  run  of  50  feet  from  the  curb  plus  i  additional  foot  for  each 
horse  power  of  connected  capacity. 

Excess  to  be  paid  for  by  the  customer  at  the  cost  of  the  same. 

ID.  Primary  service  connection  to  transformers  located  in 
vault  or  to  apparatus  on  premises  of  customer  shall  be  subject 
to  the  same  rule  as  No.  9. 

11.  Where  primary  service  is  furnished  to  a  customer  for 
either  lighting  or  power  service,  the  primary  oil  switches,  primary 
disconnecting  switches  and  primary  fuse  blocks  which  are  neces- 
sary from  the  company  operating  standpoint  shall  be  furnished 
at  cost  to  the  customer. 

12.  Where  primary  service  connections  enter  the  premises  of 
a  customer,  purely  because  of  company  operating  standpoint,  the 
same  conditions  as  to  charges  shall  apply  as  set  forth  in  num- 
bered paragraphs  3  and  4;  switches,  fuse  blocks  and  other 
primary  connecting  devices  to  be  paid   for  by  the  company. 

This  order  shall  become  effective  December  15,  1920. 
Dated  November  23,   1920. 


No.  869. 

In  the  Matter  of  Charges  for  Service  Connections  by  the 
Pubuc  Service  Gas  Company. 

1.  The  Board  has  on  the  date  hereof  filed  a  report  in  the  matter  of  the 
service  connection  charges  by  the  Public  Service  Electric  Company. 

2.  It  is  held  that  the  same  principles  apply  in  the  case  under  consideration. 

L,  D,  H,  Gilmour,  for  Public  Service  Gas  Company. 

On    September    i,    1920,   the   Public   Service  Gas   Company 
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adopted  a  new  rule  for  service  connections  which  superseded  its 
rule  adopted  May  i,  1918.   The  old  rule  was  as  follows: 

"The  company  will  run  free,  from  the  curb,  one  half 
foot  of  service  pipe  for  each  thousand  cubic  feet  of 
estimated  annual  consumption. 

Customers  whose  estimated  annual  consumption  is 
less  than  one  hundred  thousand   cubic    feet  will  be 
entitled  to  fifty  feet  of  service  pipe  free,  from  the  curb. 
That  charge  for  excess  service  pipe  is  as  follows : 

i^"  to  iH" 30c  per  foot 

2"  40c  per  foot 

23^"  45c  per  foot 

3"  65c  per  foot 

4"  95c  per  foot 

6"  $1.30    per  foot 

In  the  event  of  a  disagreement  as  to  the  annual  con- 
sumption the  prospective  customer  shall  pay  the  excess 
charge  herein  mentioned,  subject  to  a  refund  based  on 
the  actual  consumption  at  the  end  of  twelve  months 
from  the  date  of  setting  of  the  meter,  provided  the 
actual  consumption  entitles  the  customer  to  same. 

A  service  pipe  shall  be  defined  as  any  pipe  conveying 
gas  from  a  main  in  the  public  highway  to  a  customer's 
meter.'' 
The  following  supplement,  effective  October  i,  1919,  was  filed: 

"The  company  will  rtm  services  from  the  main  to 
the  curb,  ahead  of  improved  paving,  such  services  to 
be  known  as  *stub  services,'  upon  the  application  of  the 
customer  and  the  payment  of  six  dollars  ($6)  for  each 
stub  service. 

The  sum  of  six  dollars  ($6)  will  be  returned  for  each 
stub  service  paid  for  as  set  forth  above,  when  the  service 
is  put  into  active  use." 
The  company's  new  rule  provides  the  following : 


Digitized  by 


Google 


Board  of  Pubuc  Utiuty  Commissioners.  487 

Charges  for  Service  Connections— P.  S.  Gas  Co. 

**Where  the  service  pipe  required  to  supply  a  custo- 
mer is  so  feet  or  less  from  the  curb  to  the  inside  of  the 
front  wall  of  the  building: 

For  service  pipe  up  to  and  including  2^'  in  diameter 
(including  inside  piping  and  connections  for  one 
meter),  $25. 

For  each  foot  of  service  pipe  required  in  excels  of 
50  feet  from  the  curb  to  the  inside  of  the  front  wall 
of  the  building,  a  charge  of  50c.  per  foot  will  be  made 
for  pipe  up  to  and  including  2''  in  diameter. 

Where  the  size  of  service  pipe  required  is  above  2^ 
in  diameter,  the  customer  is  to  be  charged  the  actual 
cost  of  the  service  from  the  curb  to  the  inside  of  the 
front  wall  of  the  building. 

In  the  cases  where  it  is  necessary  to  lay  two  services 
in  one  trench  in  order  to  provide  for  satisfactorily 
supplying  automatic  or  storage  water  heating  systems 
and  the  like,  and  where  the  length  necessary  is  50  feet 
or  less  from  the  curb  to  the  inside  of  the  front  wall  of 
the  building  and  the  size  of  pipe  required  is  not  in 
excess  of  2^'  in  diameter,  an  additional  charge  of  $20 
will  be  made  for  the  additional  service.  In  such  cases 
as  require  more  than  50  feet  from  the  curb  to  the  inside 
of  the  front  wall  of  the  building  or  where  the  size  of 
pipe  required  is  above  2'^  in  diameter,  the  rules  in  regard 
to  excess  service  pipe  and  special  sizes  will  apply. 

Where  more  than  one  meter  is  connected  to  a  service, 
an  additional  charge  of  $2  will  be  made  for  each  addi- 
tional meter  for  meter  connections  and  necessary 
piping. 

No  inside  piping  to  be  run  to  connect  with  house 

risers  without  charge." 

At  a  hearing  held  October  14,  1920,  on  the  question  of  the 

reasonableness  of  service  rules  and  regulations  of  the  Public 

Service  Electric  Company,  question  arose  as  to  the  new  rule  of 

the  Public  Service  Gas  Company. 
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It  was  then  announced  that  hearing  would  be  held  on  October 
28  at  Newark  in  the  matter  of  the  reasonableness  of  the  service 
connection  charge  of  the  Public  Service  Gas  Company. 

Hearing  was  held  at  the  time  and  place  mentioned.  Testimony 
was  submitted  on  behalf  of  the  company  which  dealt  with  the 
cost  to  the  company  of  laying  service  pipes.  The  Board  has  on 
the  date  hereof  filed  a  report  in  the  matter  of  service  connection 
charges  by  the  Public  Service  Electric  Company. 

In  this  the  principles  which  should  be  controlling  in  considering 
whether  the  old  rules  and  regulations  should  be  superseded  were 
discussed. 

The  Board  holds  that  the  same  principles  apply  in  the  case 
under  consideration. 

The  Board  therefore  finds  and  determines  that  the  existing 
charges,  provided  in  the  rules  of  the  Public  Service  Gas  Company 
in  regard  to  charges  for  service  pipe,  effective  September  i,  1920, 
are  unjust  and  unreasonable;  that  it  is  just  and  reasonable  for 
the  said  Public  Service  Gas  Company  to  charge  for  service  pipes 
where  charges  were  made  as  provided  in  its  rule  for  such  charge 
effective  May  i,  19 18,  as  supplemented  October  i,  19 19,  and  the 
Board  fixes  as  just  and  reasonable  charges  to  be  made  the  cost 
to  the  company  of  the  service  connections,  no  charge  to  be  applied 
where  charges  would  not  be  made  under  the  company's  rule, 
effective  May  i,  1918,  as  supplemented  October  i,  1919. 

The  recommendation  with  regard  to  refunds  in  the  report 
on  the  service  connection  charges  of  the  Public  Service  Electric 
Company  is  repeated  to  apply  to  the  Public  Service  Gas  Company. 

Dated  November  18,  1920. 

ORDER. 

This  matter  having  been  duly  heard  and  the  Board  having  on 
November  18,  1920,  made  and  filed  a  report  stating  its  findings 
of  fact  and  conclusions  thereon,  which  report  by  reference 
thereto  herein  is  made  part  hereof,  hereby,  after  hearing. 

Orders  fixed  as  just  and  reasonable  charges  to  be  made  by 
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the  Public  Service  Gas  Company  in  making  connections  to  its 
mains  the  following: 

"Customers  whose  estimated  annual  consumption  is 
less  than  one  hundred  thousand  cubic  feet  shall  have 
service  pipe  laid  without  charge,  up  to  fifty  feet  from 
the  curb.  Where  the  distance  from  the  curb  to  the 
meter  is  in  excess  of  fifty  feet,  said  excess  shall  be 
charged  for  at  the  cost  of  the  same,  with  an  allowance 
of  one-half  foot  of  service  for  each  thousand  cubic  feet 
of  estimated  annual  constunption  in  excess  of  100,000 
cubic  feet. 

Cost  is  hereby  defined  as  including  appropriate  inci- 
dental charges.  In  the  event  of  a  disagreement  as  to 
the  annual  consumption,  the  prospective  customer  shall 
pay  the  excess  charge  herein  mentioned,  subject  to  a 
refund  based  on  the  actual  consumption  at  the  end  of 
twelve  months  from  the  date  of  setting  of  the  meter, 
provided  the  actual  consumption  entitles  the  customer 
to  same. 

When,  upon  application,  services  from  the  main  to 
the  curb  are  run  ahead  of  improved  paving  to  premises 
not  immediately  connected,  such  services,  known  as 
stub  services,  shall  be  charged  for  at  the  cost  thereof. 
The  sum  so  charged  shall  be  returned  for  each  stub 
service  paid  for  as  set  forth  above,  when  the  service  is 
put  into  active  use." 
This  order  shall  become  effective  December  15,  1920. 
Dated  November  23,  1920. 


Digitized  by 


Google 


490  Board  of  Pubuc  Utiuty  Commissioners. 


Beverly  Land  Co.  vs.  Del.  River  Water  Co. 


No.  860. 

Bevkrly  Land  Company 

vs. 

Delaware  River  Water  Company. 

1.  A  form  of  contract  submitted  by  a  water  company  in  accordance  with 
which  it  would  agree  to  extend  its  facilities  to  supply  service  is  held  to  be 
unreasonable. 

2.  The  Board  finds  the  extensions  would  be  reasonable  and  practicable; 
that  a  revenue  of  $51.00  per  year  for  a  period  of  five  years  on  a  235  feet 
extension  and  a  revenue  of  $340.00  per  year  on  an  extension  of  580  feet 
would  furnish  sufficient  business  to  justify  their  construction  and  maintenance 
and  that  the  financial  condition  of  the  company  reasonably  warrants  the 
original  expenditure  required  in  making  and  operating  the  same. 

Francis  J.  Smith,  for  the  Complainant 
T.  /.  Grayson,  for  the  Company. 

In  this  proceeding  the  Beverly  Land  Company  complains  that 
the  Delaware  River  Water  Company,  which  furnishes  water  in 
the  City  of  Beverly  and  vicinity,  has  refused  to  extend  its  water 
mains  to  serve  twenty-three  houses  on  Mount  Holly  Street,  in 
said  city,  all  of  which  lie  between  Warren  Street  and  Railroad 
Avenue. 

The  petition  before  the  Board  states  that  the  desired  extension 
would  approximate  715  feet,  and  the  answer  of  the  company 
admits  that  the  facts  set  forth  in  this  paragraph  of  the  petition 
are  substantially  correct.  At  the  hearing,  however,  coimsel  for 
the  complainant,  speaking  of  the  extension,  says:  "There  are 
building  and  in  course  of  construction  along  the  580-foot  tract, 
twenty  buildings,  and  along  the  235-foot  tract  there  are  three 
buildings.  The  minimum  charge  there  of  the  water  company 
is  $12  a  house,  being  on  a  meter  system.  The  total  extensions 
added  together  make  815  feet.  The  water  company  has  asked 
us  that  we  should  deposit  with  them  the  sum  of  $1,427.25,  esti- 
mating $1.75  per  foot."  It  will  be  noted  there  is  a  difference  of 
100  feet  between  the  number  of  feet  mentioned  in  the  petition 
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and  in  this  statement.    There  is  also  a  mistake  of  $1  in  the  item  of 
$1,427.25. 

It  is  admitted  by  the  company  that  the  desired  extension  is 
reasonable  and  practicable,  but  the  company  denies  there  will 
be  sufficient  revenue  to  justify  the  proposed  construction  and  its 
maintenance,  and  further  insists  that  its  financial  condition  does 
not  warrant  the  original  expenditure  required.  In  this  situation 
the  water  company  submitted  to  the  complainant  the  following 
agreement,  which,  if  signed  by  the  applicant,  it  would  accept  and 
make  the  extension  requested. 

To  THE  Delaware  Water  Co.  : 

Upon  the  understanding  that  you  will  at  your  own 
cost  and  expense,  subject  to  my  obtaining,  if  necessary, 
the  street  opening  permit,  extend  your  water  mains  as 
follows  *  *  *  I  herewith  pay  you  the  sum  of 
fourteen  hundred  twenty-seven  and  25/100  dollars, 
which  amount  is  to  be  returned  to  me  in  five  equal 
yearly  installments  beginning  one  year  after  said  water 
main  is  laid  and  water  turned  into  same  ready  to  supply 
my  property,  provided,  however,  that  no  installment 
shall  exceed  50  per  cent,  of  the  income  from  said  ex- 
tension during  such  service  year,  together  with  interest 
at  the  rate  of  6  per  cent,  per  annum  on  the  amount  of 
such  installment.  The  fifth  installment  is  to  be  ad- 
justed, if  necessary,  so  that  the  total  amount  returned, 
exclusive  of  interest,  shall  equal  50  per  cent,  of  the 
income  from  the  said  extension  during  the  five  service 
years,  but  in  no  case  to  exceed  the  amount  originally 
paid  by  me.  Upon  receiving  the  fifth  installment  as 
above,  I  agree  that  all  further  payment  shall  cease  and 
determine  notwithstanding  that  the  five  installments, 
exclusive  of  interest,  may  not  equal  the  amount  orig- 
inally paid  by  me.     *     *     * 

I  make  this  payment  solely  that  I  may  have  the  con- 
venience of  the  use  of  water  and  for  the  improvement 
of  my  property,  and  I  clearly  understand  that  by  such 
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payment  I  acquire  no  interest  whatever  in  the  main 
which  you  may  lay  in  pursuance  of  this  request. 

The  proposed  contract  is  considered  unreasonable  and  unjust 
by  the  complainant  and  the  matter  is  submitted  to  the  Board  for 
determination. 

It  is  the  practice  of  many  water  companies  in  making  exten- 
sions under  usual  conditions,  in  cases  where  the  estimated  cost 
of  service  is  greater  than  the  estimated  revenue,  to  demand 
yearly  revenue  from  the  consumers  who  can  be  served  of  lo  cents 
per  lineal  foot  of  pipe  laid.  In  the  trap  rock  region  of  the  State 
it  has  been  the  practice  of  water  companies  to  lay  six-inch  pipe 
at  a  cost  of  $1.50  per  lineal  foot  and  the  guaranty  in  such  in- 
stances has  been  based  on  a  sum  equal  to  15  cents  a  lineal  foot 
of  pipe  laid.  There  is  no  rock  or  stone  in  this  part  of  the  State 
and  the  excavating  is  comparatively  easy.  The  estimate  in  the 
present  case  of  $1.75  per  foot  appears  high,  but  as  it  is  the  price 
stipulated  and  agreed  to  it  is  used  in  our  calculation.  The  assured 
return  which  we  recommend  in  this  report  (considering  the  two 
extensions  together)  equals  forty-eight  cents  per  lineal  foot  of 
pipe  to  be  laid,  which  is  a  very  liberal  allowance  for  all  existing 
abnormal  conditions. 

It  is  uncontroverted  that  there  are  now  twenty-three  dwelling 
houses  awaiting  to  be  supplied  with  water,  and  which  can  be  so 
supplied  by  the  laying  of  the  mains  in  question.  Each  house  has 
a  bath,  toilets,  washstand  in  the  bathroom,  and  sink  in  kitchens. 
Some  of  them  have  stationary  washtubs  in  the  cellars.  The 
minimum  charge  for  each  house  would  be  $12. 

Mr.  Lee,  in  his  testimony  (page  11),  says  that  from  his  experi- 
ence he  believes  that  the  revenue  the  company  will  receive  from 
the  houses  will  be  double  the  minimum  charge.  The  Board  is 
impressed  that  these  extensions  are  not  only  desirable,  but  will 
prove  very  profitable  to  the  company.  The  smaller  of  the  ex- 
tensions is  estimated  to  cost  $411.25  and  the  larger  one  $1,015. 
The  least  return  from  the  smaller  one  would  be  $36,  with  a 
probability  of  $51  per  annum,  or  21.7  cents  per  lineal  foot;  the 
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least  return  from  the  larger  one  would  be  $240,  with  a  prob- 
ability of  $340  per  annum,  or  58  cents  per  lineal  foot. 

Under  the  proofs  submitted  and  the  practice  adopted  by  the 
Board  in  the  matter  of  extensions  required, of  other  water  com- 
panies, the  contract  demanded  of  the  complainant  is  unjust  and 
imreasonable.  The  fact  that  no  dividend  has  ever  been  paid  on 
the  capital  stock  of  the  company  does  not  of  itself  warrant  the 
conclusion  that  there  should  be  a  return  allowed  upon  it.  The 
value  of  the  property  used  and  useful  in  the  public  interest  is 
the  test  of  the  capital  base  on  which  a  return  should  be  allowed, 
and  on  that  important  matter  there  is  no  evidence  before  the 
Board.  The  company  is  a  solvent  concern  with  good  credit  and 
has  successfully  managed  its  business,  including  its  financing. 
It  is  just  such  profitable  extensions  as  those  herein  applied  for 
that  will  improve  the  financial  strength  of  the  company;  and  it 
is  also  pertinent  to  say  that  this  company  has  now  pending  before 
the  Board  an  application  for  increased  water  rents. 

From  the  facts  and  exhibits  before  us,  which  include  the  annual 
reports  of  the  company  for  the  past  five  years,  we  find  the  exten- 
sions requested  to  be  reasonable  and  practicable ;  that  the  revenue 
of  $51  per  year  for  a  period  of  five  years  on  the  235  feet  exten- 
sion, and  a  revenue  of  $340  per  year  for  a  period  of  five  years 
on  the  580  feet  extension  will  furnish  sufficient  business  to  justify 
their  construction  and  maintenance,  and  that  the  financial  con- 
dition of  the  company  reasonably  warrants  the  original  expendi- 
ture required  in  making  and  operating  the  same. 

A  full  consideration  of  the  case  leads  the  Board  to  believe  that 
it  would  be  economical  and  extremely  advantageous  for  the  com- 
pany at  this  time  to  install  a  six-inch  main  in  Mount  Holly  Street 
from  Warren  Street  to  Railroad  Avenue.  It  would  be  an  im- 
portant improvement  to  its  system  and  provide  proper  circula- 
tion. This  is  a  growing  section  of  the  City  of  Beverly,  and  the 
testimony  in  the  pending  matter  leads  to  the  belief  that  there  will 
be  twenty  or  more  houses  erected  in  this  immediate  neighborhood 
during  the  year  192 1. 
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Upon  satisfactory  evidence  that  the  Beverly  Land  Company 
has  tendered  to  the  water  company  its  written  undertaking  (with 
two  sufficient  freeholders  as  sureties)  that  the  one  extension  will 
yield  the  company  at  least  $51  per  annum  for  a  period  of  five 
years  and  that  the  second  extension  sought  will  yield  the  company 
at  least  $340  per  annum  for  a  period  of  five  years,  orders  will 
be  entered  requiring  the  extensions  to  be  made. 

Dated  November  18,  1920. 


No.  861. 

In  the  Matter  of  the  Appucation  of  the  Ati^antic  City 
Electric  Company  for  Approval  of  the  Issuance  of 
$182,900  Par  Value  of  Its  Six  Per  Cent.  Cumulative 
NoN- Voting  Preferred  Stock. 

I.  The  Board  is  satisfied  after  investigation  and  due  hearing  that  the  issue 
of  stock  prayed  for  in  the  application  is  justified  and  warranted;  that  the 
value  of  the  property  obtained  thereby  is  amply  sufficient  to  warrant  the 
issue,  and  that  the  issue  is  to  be  made  in  accordance  with  existing  law. 

/.  P,  Vandervoort,  for  the  Petitioner. 

Application  has  been  made  to  this  Board  by  the  Atlantic  City- 
Electric  Company  for  approval  of  an  issue  of  $182,900  par  value 
of  its  six  per  cent,  cumulative,  non-voting  preferred  stock. 

One  hundred  thousand  dollars  of  the  proceeds  of  this  proposed 
issue  are  to  be  used  for  the  purpose  of  liquidating  a  like  amount 
of  floating  indebtedness  incurred  for  the  purpose  of  acquiring  the 
property  of  the  Pleasantville  and  Shore  Electric  Company  and  the 
balance  of  the  proceeds  is  to  be  used  in  paying  off  indebtedness 
incurred  for  the  purpose  of  making  improvements  to  the  peti- 
tioner's plant  and  equipment  subsequent  to  September  30,  1918. 

In  connection  with  the  proposed  issue  of  $100,000  in  stock, 
an  inventory  of  the  Pleasantville  property  was  checked  by  the 
Board's  engineers  from  an  inspection  of  the  company's  plant 
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and  records  in  Pleasantville  during  May  of  this  year.  The 
inventory  and  appraisal  as  submitted  by  the  company  has  also 
been  carefully  examined  and  a  revised  appraisal  of  the  property 
has  been  prepared.  The  inventory  and  appraisal  made  by  the 
Board's  engineers  was  made  at  conservative  pre-war  prices  with- 
out additions  to  cover  current  costs  to  any  of  the  items,  including 
those  additions  which  were  made  during  the  period  of  the  war 
and  subsequent  thereto.  This  inventory  and  appraisal  shows  a 
value  of  approximately  $102,500  as  of  the  date  of  the  sale,  viz., 
October  i,  1919,  after  deducting  the  estimated  accrued  deprecia- 
tion from  the  estimated  cost  new.  The  company  will  be  furnished 
with  a  copy  of  this  appraisal  and  required  to  set  up  the  values 
of  its  books  as  indicated  therein  with  the  necessary  deduction 
prorated  for  each  account  to  make  the  total  amount  equal  the 
purchase  price,  viz.,  $100,090.89.  The  amount  added  to  the 
various  capital  accounts  on  account  of  the  purchase  of  this  prop- 
erty should  be  clearly  and  separately  set  forth  in  the  next  annual 
report.  The  company  should  also  take  such  steps  as  are  necessary 
to  acquire  or  secure  a  copy  of  the  records  relating  to  this 
property. 

In  support  of  the  application  of  the  company  for  the  approval 
of  $82,900  stock  to  cover  expenditures  for  the  period  from  Sep- 
tember 30,  1918,  to  February  29,  1920,  a  detailed  statement  of 
these  expenditures  was  furnished  to  the  Board's  Appraisal  De- 
partment and  the  items  given  therein  were  examined  and  checked 
against  the  records  which  were  in  our  jSles  and  from  an  examina- 
tion of  the  company's  vouchers  and  work  orders  at  Atlantic  City. 
This  examination  showed  that  net  additions  to  the  fixed  capital 
account  during  the  period  indicated  was  $82,875.61.  In  arriving 
at  this  total,  a  number  of  credits,  small  in  amount,  have  already 
been  deducted  on  the  company's  books.  The  work  covered  by 
these  net  additions  included  the  partial  installation  of  a  new 
street  lighting  system,  upon  which  there  had  been  expended  to 
February  28,  1920,  $31,631.05. 

Investigation  develops  that  work  now  in  progress  which  it  is 
expected  will  be  completed  during  the  current  year  is  estimated 
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to  cost  $109,525  additional.  The  total  gross  amount  chargeable 
to  capital  account  by  the  close  of  the  current  year  will  therefore 
approximate  $202,400.  During  the  same  period,  in  addition  to 
the  minor  retirements  referred  to  above,  the  street  lighting  sys- 
tem in  Atlantic  City  is  being  completely  replaced,  involving, 
during  the  current  year,  a  retirement  of  property  originally  esti- 
mated to  cost  about  $73,000.  In  addition  to  this  credit,  certain 
adjustments  are  to  be  made  with  respect  to  a  small  amount  of 
street  lighting  equipment  retired  prior  to  September  30,  1918, 
and  a  number  of  other  small  items.  After  considering  these 
credits,  the  result  is  that  at  the  close  of  this  year  the  net  addi- 
tions to  capital  account  from  September  30,  1918,  will  be  approxi- 
mately $120,000. 

In  view  of  the  facts  indicated  above,  the  Board  is  satisfied, 
after  investigation  and  due  hearing,  that  the  issue  of  stock  prayed 
for  in  the  application  is  justified  and  warranted;  that  the  value 
of  the  property  obtained  thereby  is  amply  sufficient  to  warrant 
the  issue ;  and  further  that  the  issue  is  to  be  made  in  accordance 
with  existing  law.     Certificate  of  approval  will  be  issued. 

Dated  November  18,  1920. 

Commissioner  Wright  dissents 


No.  862. 

In  the  Matter  of  the  Third  Appucation  of  the  Washing- 
ton Gas  Company  for  Approval  of  Increase  in  Rates. 

1.  It  is  estimated  that  the  yearly  revenue  required  to  enable  the  petitioner 
to  meet  operating  expenses  and  taxes,  provide  for  annual  amortization  and 
return  6%  on  a  capital  base  fixed  by  the  Board  is  $15405. 

2.  As  the  sales  are  estimated  at  6,356,500  cubic  feet  this  gives  an  average 
revenue  of  $2.42.  The  service  charge  equates  about  22  cents.  Deducting  this 
leaves  a  rate  of  $2.20,  which  is  35  cents  lower  than  the  rate  asked  for  in  the 
petition. 

3.  The  petition  is  dismissed  and  a  schedule  of  rates  is  fixed. 
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/.  A.  Riggins,  for  the  Petitioner. 

The  petition  alleges: 

That  in  its  report  of  April  30,  1919,  this  Board  permitted  the 
petitioner  to  file  the  following  schedule  of  rates: 

"(a)  For  three  and  five  light  meters,  a  fixed  service 
charge  of  twenty-five  cents  per  month,  for  each  one 
light  increase  in  capacity  above  five  light,  add  one  cent 
per  month  additional. 

"(b)  For  the  first  5,000  cubic  feet  consumed  in  any 
one  month,  $1.85  per  1,000  cubic  feet.. 

"For  the  next  5,000  cubic  feet  consumed  in  any  one 
month,  $1.70  per  1,000  cubic  feet. 

"For  all  gas  consumed  in  excess  of  10,000  cubic  feet 

in  any  one  month,  $1.55  per  1,000  cubic  feet" 

That  in  said  report  the  Board  appraised  the  property  of  the 

petitioner  at  a  cost  to  reproduce  the  same  at  pre-war  prices  in 

the  sum  of  $60,000  and  allowed  a  return  thereon  of  six  per  cent ; 

That  since  rates  allowed  by  the  Board  went  into  effect  the 

petitioner  has  been  obliged  to  pay  increased  rates  for  gas  oil, 

anthracite  coal,  soft  coal,  labor  and  that  its  taxes  have  increased 

and  are  increasing; 

That  the  petitioner  has  never  paid  a  dividend  on  its  capital 
stock ; 

That  the  petitioner,  in  order  to  meet  the  increased  costs  afore- 
said and  in  order  to  earn  a  return  of  six  per  cent,  on  its  capital 
investment  so  found  by  the  Board  as  aforesaid,  will  need  an  in- 
crease of  approximately  $0.70  per  1,000  cubic  feet  in  the  rate 
which  it  charges  for  gas,  and  therefore,  prays  that  it  be  per- 
mitted to  file  the  following  schedule : 

"(a)  Each  consumer  shall  pay  a  fixed  service  charge 
of  $0.25  per  month,  without  gas  for  three  and  five  light 
meters,  and  for  one  light  increase  in  capacity  above 
five  light,  one  cent  per  month  additional. 

"(b)  For  the  first  5,000  cubic  feet  consumed  in  any 
one  month,  $2.55  per  1,000  cubic  feet. 
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"For  the  next  5,000  cubic  feet  consumed  in  any  one 
month,  $2.40  per  1,000  cubic  feet. 

"For  all  gas  consumed  in  excess  of  10,000  cubic  feet 
in  any  one  month,  $2,25  per  1,000  cubic  feet. 

"Or  in  the  alternative,  a  fixed  service  charge  of  $0.50 

per  month  for  three  and  five  light  meters  and  two  cents 

per  month  additional  for  each  one  light  increase  in 

capacity  and  k  corresponding  reduction  in  the  price  of 

gas  consumed." 

Due  notice  by  publication  was  given  of  the  pendency  of  this 

petition  and  the  Mayor  of  Washington  was  advised  of  the  time 

and  place  of  the  hearing. 

At  the  opening  of  the  hearing  the  petitioner  stipulated  that  the 
proposed  rates  would  not  become  effective  until  the  Board  had 
had  an  opportunity  to  make  an  examination  and  pass  upon  the 
merits  of  the  petition. 

As  in  its  report  of  April  30,  191 9,  the  Board  adopts  $60,000 
as  the  value  of  the  property  used  and  useful  and  allows  six  per 
cent,  return  thereon  of  $3,600  per  annum  and  $648  per  annum 
as  the  amount  to  be  appropriated  annually  for  general  amortiza- 
tion (of  depreciation). 

OPERATING  EXPENSES  AND  TAXES. 

The  company  submitted  a  statement  showing  by  months  the 
expenses  and  taxes,  the  amount  of  gas  sold,  and  the  revenue  for 
the  years  1918,  1919  and  for  nine  months  of  1920,  and  an  esti- 
mate of  the  same  items  for  the  last  three  months  of  1920. 

The  results  of  operation  for  the  year  1918  showed  a  deficit  of 
about  $1,623  after  paying  fixed  charges,  a  deficit  of  $32  for  the 
year  1919  and  a  deficit  for  the  first  nine  months  of  1920  of 
approximately  $400  after  the  payment  of  fixed  charges.  These 
deficits  were  incurred  although  adequate  amortization  was  not 
set  aside.  Prior  to  July  the  company  had  been  buying  gas  oil 
at  a  cost  of  7.6  cents  a  gallon,  since  which  time  the  cost  has  in- 
creased to  13.6  cents  a  gallon.  For  the  year  ending  July  i,  1920, 
the  company  paid  $9  a  long  ton  for  hard  coal  and  the  price  subse- 
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quent  to  July  has  been  $10.84  a  ton.  For  the  year  ending  July  i 
the  company  paid  $7  per  short  ton  for  bituminous  coal  and  the 
cost  from  September  has  been  $13.25.  The  company's  estimate 
for  the  year  1920  with  nine  months  actual  costs  and  three  months 
estimated  aggregated  approximately  $9,665  on  sales  of  6,356,500 
cubic  feet.  This  $9,665  does  not  reflect,  during  the  earlier 
months,  the  increased  costs  prevailing  in  the  latter  part  of  the 
year.  Estimating  the  use  of  hard  and  soft  coal  and  oil  on  the 
basis  of  amounts  used  for  the  year  1919,  the  operating  expenses 
above  indicated  should  be  increased  by  about  $155  for  anthracite 
coal,  about  $450  for  hard  coal  and  about  $495  for  oil,  in  order 
to  have  the  full  year's  operations  reflect  the  increases  during  part 
of  the  year  with  respect  to  these  three  materials.  Labor  in- 
creases have  also  taken  place  and  the  1920  expenses  should  be 
adjusted  by  the  addition  of -about  $240  for  this  item.  Taxes  on 
the  needed  increase  in  revenue  will  2q>proximate  $150,  a  total 
of  $1,490  to  be  added.  The  amount  of  revenue  required  on  this 
adjusted  basis  is  shown  in  Table  I,  which  follows: 

TABLE  L 

SHOWING  THE  ANNUAI.  REVENUE  REQUIRED  TO  AFFORD  A  RETURN  OF  SIX  PER  CENT. 
ON  CAPITAI,  ON  THE  BASIS  OF  I92O  RESULTS  ADJUSTED  TO  MEET  CURRENT  COSTS. 

PerM. 
Amount,      Cu.  Ft. 
Sold. 

Rate  base, $60,000        $944 


6%  on  $60,000, $3,600  $0,566 

Operating  expenses  and  taxes  for  1920  (i), 9,665  1.521 

Adjustments  to  meet  icnreased  costs, 1,490  0.234 

Annual  amortization, 650  0.102 


Total, $15*405         $2423 

Estimated  to  be  produced  by  service  charge, 1,445  0.227 


To  be  produced  from  metered  gas,  $i3»96o         $2,196 

Sales  in  M.  cu.  ft.  estimated  at $6,356.5 

(i)  Nine  months  actual,  3  months  estimated. 
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Table  I  indicates  that  the  required  revenue  is  $15,405.  This 
includes  $3,600  for  return  on  capital  and  $650  as  an  appropriation 
for  depreciation  and  for  operating  expenses  adjusted  aggregating 
with  taxes  $11,805.  As  the  sales  are  estimated  at  6,356,500 
cubic  feet,  this  gives  an  average  revenue  of  $2.42.  The  service 
charge  equates  about  22  cents,  which  deducted  leaves  a  rate  of 
$2.20^  which  is  35  cents  lower  than  the  rate  asked  for  m  the 
petition. 

The  Board  therefore  finds  and  determines: 

(i)  That  the  petition  as  filed  should  be  and  is  hereby  dis- 
missed. 

(2)  That  the  company  may  file,  effective  for  gas  consumed 
between  the  usual  meter  readings  in  November  and  in  December, 
1920  (usually  known  as  the  December  sales),  the  following 
schedule  of  rates: 

(a)  For  three  and  five-light  meters  a  fixed  service 
charge  of  twenty-five  cents  a  month,  for  each  one-light 
increase  in  capacity  above  five-light,  add  one  cent  per 
month  additional. 

(b)  For  the  first  5,000  cubic  feet  consumed  in  any 
one  month,  $2.20  per  1,000  cubic  feet. 

For  the  next  5,000  cubic  feet  consumed  in  any  one 
month,  $2.05  per  1,000  cubic  feet. 

For  all  gas  consumed  in  excess  of  10,000  cubic  feet 
in  any  one  month,  $1.90  per  1,000  cubic  feet. 

(3)  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  conditions 
as  indicated  by  operating  results  both  as  to  revenue  and  the 
character  of  service  rendered  warrant. 

(4)  Beginning  at  the  effective  date  of  the  rates  herein  allowed, 
the  company  shall  render  to  the  Board  monthly  reports.  These 
reports  are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Non-Operating  Income.  Income 
Deductions   and   balance   available    for   General   Amortization, 
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Dividends  and  Surplus,  and  also  the  amount  appropriated  for 
General  Amortization,  together  with  a  comparison  with  the 
figures  for  the  corresponding  period  of  the  preceding  year. 
(This  statement  may  preferably  follow  the  form  shown  in  the 
annual  report  for  gas  utihties,  page  21,  Income  Statement;  22y 
lines  I  to  11,  Operating  Revenues;  26,  lines  27  to  37,  with 
amount  appropriated  for  Amortization,  Account  495,  stated  sep- 
arately under  VI.) 

The  price  trend  of  bitummous  coal  appears  to  be  downward, 
but  the  cost  has  not  receded  to  an  extent  which  would  justify  a 
lower  rate  than  that  fixed  herein.  Should  there  be  a  decrease  in 
coal  costs  to  a  point  justifying  a  lowering  of  the  rate  appropriate 
action  will  be  taken. 

The  Board  will  retain  jurisdiction  of  the  emergency  increase 
as  herein  approved  for  the  purpose  of  modifying  same  as  and  if 
the  conditions  change. 

Dated  November  23,  1920. 


No.  863. 

RocKiyAND  Electric  Company  Appucation  for  Approval 
OF  Increased  Rates. 

1.  The  Rockland  Electric  Company  of  New  Jersey  is  associated  with  the 
Rockland  Electric  Company  of  New  York.  Nearly  two-thirds  of  the  total 
business  of  the  combined  companies  is  located  in  New  York  State. 

2.  The  rates  in  New  York  have  been  higher  than  those  effective  in  New 
Jersey.  Data  have  been  submitted  showing  that  the  charges  for  production 
of  electrical  energy,  are  properly  allocated  to  the  two  companies,  each  com- 
pany bearing  its  equitable  portion  of  the  cost  of  production. 

3.  The  increased  costs  of  operation  at  the  present  time  over  costs  of 
operation  in  191 5,  at  which  time  the  rates  of  the  company  were  fixed,  amount 
to  $62,985,  resulting  in  an  operating  deficit  of  $47»ooo.  The  increase  in 
revenue  expected  from  the  proposed  rates  is  estimated  at  $20,023.17. 

4.  The  Board  is  of  the  opinion  the  proposed  increases  are  not  unjust  and 
unreasonable,  as  their  application  results  in  making  up  but  a  portion  of  the 
increased  cost  of  operation. 
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D,  B.  Mansen  and  W.  /.  Henderson,  for  the  Petitioner. 
William  Critchley,  for  the  Borough  of  Allendale. 
/.  L.  Bdson,  for  the  Borough  of  Ramsey. 

On  October  i8  the  Rockland  Electric  Company  filed  with  the 
Board  a  proposed  new  schedule  of  rates  involving  increases  in  its 
various  charges.    The  rates  formerly  charged  are  as  follows : 

For  domestic  consumers,  13  cents  per  kilowatt  hour  with  a 
discount  of  one  cent  per  kilowatt  hour  for  payment  within  fifteen 
days  from  date  of  bill;   minimum  charge  $1  per  month. 

The  new  rate  for  domestic  consumers  is  15.5  cents  per  kilo- 
watt hour,  net.  For  consumers  on  the  long  hour  lighting  rate 
the  rate  is  increased  2.75  cents  per  kilowatt  hour.  The  rate  to 
ix>wer  consumers  is  increased  one  cent  per  kilowatt  hour.  To 
consumers  using  energy  for  heating  and  cooking  the  base  rate 
is  increased  for  13  cents,  subject  to  prompt  payment  discount,  to 
15.5  cents  net,  this  rate  applying  to  the  first  twenty  kilowatt 
hours  used  in  the  month.  For  all  current  used  in  excess  of  20 
kilowatt  hours  per  month,  the  same  rates  now  in  effect  will 
apply.  The  new  minimum  charge  is  $3.10  net  per  month  To 
private  street  lighting  customers  the  rate  is  increased  25  cents 
per  month.  Under  the  new  schedule  prompt  payment  discounts 
are  eliminated  altogether  and  all  rates  are  made  net. 

Due  notice  was  given  to  the  municipalities  affected  and  two  of 
them,  viz.,  Allendale  and  Ramsey,  were  represented  at  the 
hearing. 

The  company  supplies  the  residential  communities  along  the 
Northern  Railroad  of  New  Jersey  from  Cresskill  to  the  New 
York  State  line;  also  the  residential  communities  lying  along 
the  main  line  of  the  Erie  Railroad  from  Ramsey  and  Allendale 
to  the  New  York  State  line. 

The  matter  was  duly  heard  at  Newark  on  November  4  and 
continued  to  November  11. 

At  the  hearing  testimony  was  submitted  showing  that  the  cost 
of  producing  current  had  increased  very  considerably  due  to  the 
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increased  cost  of  fuel.  There  had  been  certain  other  increases 
in  operating  expenses.  The  average  price  of  fuel  has  been  as 
follows : 

1915,  $2.27 

1916,  2.27 

1917,  3.18 

1918,  3.87 

1919, 4.70 

Twelve  months  from  July  i,  191 9,  to  June  30,  1920,  average, 5.75 

Average  price  in  July,  1920, 7.5S 

Average  price  in  August,  1920,  12.18 

Average  price  in  October,  1920, 1 1.16 

The  company  has  had  a  contract  for  coal  at  a  fairly  favorable 
price,  but  due  to  car  shortage  and  other  reasons  only  part  of  its 
coal  was  received  at  the  contract  price. 

In  view  of  the  fact  that  the  company  is  operating  at  a  deficit 
amounting  to  $46,697  for  the  current  year,  not  including  any 
allowance  for  interest  or  return  upon  the  investment,  but  in- 
cluding the  rental  of  facilities  jointly  used  by  this  Company  and 
the  Rockland  Light  and  Power  Company  of  New  York  State, 
viz.,  the  generating  plant  and  transmission  line,  the  matter  of 
valuation  will  not  be  dealt  with  although  full  information  re- 
garding the  value  of  this  property  is  in  the  files  of  the  Board  and 
was  included  with  the  application. 

The  increased  costs  of  operation  at  the  present  time  over  costs 
of  operation  in  1915,  at  which  time  the  rates  of  this  company 
were  fixed,  amount  to  $62,985,  resulting  in  the  operating  deficit 
referred  to  above  of  nearly  $47,000.  The  increase  in  revenue 
expected  from  the  proposed  rates  is  estimated  at  $20,023.17, 
showing  that  the  company  will  still  have  a  deficit.  The  exact 
amount  of  this  operating  deficit  for  the  year  192 1  is  problematical 
as  it  is  not  expected  that  the  rates  paid  for  coal  during  the  last 
two  or  three  months  will  continue.  As  a  matter  of  fact,  informa- 
tion is  available  to  the  effect  that  the  price  for  coal  will  be  con- 
siderably reduced  below  that  paid  during  the  last  few  months. 
Testimony  submitted  indicates  that  the  price  for  coal,  including 
the  increased  charge  for  freight  on  coal,  would  not  result  in  a 
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charge  for  delivered  coal  of  lower  than  $7.50  per  ton.  The 
company  estimates  that  for  the  year  192 1  the  revenues  would 
just  meet  operating  expenses  and  rentals  at  the  new  rates  if  the 
price  of  coal,  including  the  freight,  could  be  kept  down  to  $6.50 
per  ton. 

It  is  quite  clear  from  these  figures  alone  that  if  the  company 
is  to  continue  to  function  and  supply  service  to  the  public  it  must 
at  least  collect  enough  in  gross  revenue  to  pay  the  necessary 
operating  expenses. 

The  question  naturally  arises  as  to  how  it  may  continue  to 
operate  at  a  deficit.  This  is  partly  explained  by  the  fact  that  the 
Rockland  Electric  Company  of  New  Jersey  is  associated  with 
the  Rockland  Light  and  Power  Company  of  New  York.  Nearly 
two-thirds  of  the  total  business  of  the  combined  companies  is 
located  in  New  York  State. 

The  rates  in  New  York  State  have  been  higher  than  those 
effective  in  New  Jersey.  Data  has  been  submitted  showing  that 
the  charges  for  production  of  electrical  energy  are  properly  allo- 
cated to  the  two  companies,  each  company  bearing  its  equitable 
portion  of  the  cost  of  production. 

The  operating  revenues  and  operating  expenses  for  the  last 
three  years  are  as  follows : 

8M0S. 

1917.  iqtS.  1919.  1920. 

Operating  revenues,    $II5»374  $120,460  $137,032  $103,271 

Operating  deductions,    98,557  115,645  125,825  104,686 

Operating  income,  16,817  4,814  11,407  14^5* 

Non-operating  income,    2,344  1,985  1,922  1,773 

Income  from  N.  J.  property, 19,161  63oo  13,330  358 

Total    income    deductions,    including 

interest  on  debts,  5,679  5,700  5,731  

Net  corporate  income,  13,481  1,100  7,598  

*  Loss. 

The  estimate  of  income  from  New  Jersey  property  for  the 
calendar  year  1920  is  fixed  at  $387.76,  This  figure  should  be 
contrasted  with  the  corresponding  figure  for  1919  of  $13,330. 
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The  average  for  the  three  years  1917  to  1919  is  $13,097.  The 
income  deductions  have  averaged  for  the  three  years  practically 
$5,700,  not  including,  however,  joint  facility  rentals  for  the  use 
of  power  station  and  transmission  line  facilities  located  in  New 
York  State.  These  are  now  fixed,  including  all  fixed  charges 
on  funded  and  unfunded  debt,  at  $47,085  for  the  present  calendar 
year.  The  data  submitted  show  that  the  deficit  for  the  first 
eight  months  of  1920  is  $31,031  and  for  the  calendar  year  of 
1920  is  $46,697.  A  statement  submitted  as  Schedule  K  with 
the  company's  application  gives  the  estimated  operating  costs  and 
revenues  under  the  proposed  new  rates  and  indicates  a  loss  for 
the  first  eight  months  of  $10,922,  or  for  the  calendar  year 
of  $16,384. 

In  view  of  these  conditions  the  Board  is  of  opinion  that  the 
proposed  increases  are  not  unjust  and  unreasonable  as  their 
application  results  in  making  up  but  a  portion  of  the  increased 
cost  of  operation.  The  Board  will  therefore  allow  the  rates  as 
proposed  by  the  company  to  be  filed  to  become  effective  with  the 
period  between  the  meter  readings  taken  in  the  latter  part  of 
November  and  those  taken  in  the  latter  part  of  December  '(com- 
monly known  as  the  December  sales). 

Acceptance  by  the  company  of  the  increases  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  condi- 
tions as  indicated  by  operating  results  both  as  to  revenue  and 
the  character  of  service  rendered  warrant. 

Beginning  at  the  effective  date  of  the  rates  herein  allowed,  the 
company  shall  render  to  the  Board  monthly  reports.  These  re- 
ports shall  show  the  Operating  Revenues,  Operating  Deductions, 
excluding  Amortization,  Non-Operating  Income,  Income  Deduc- 
tions and  balance  available  for  General  Amortization,  Dividends 
and  Surplus,  and  also  the  amount  appropriated  for  General 
Amortization,  together  with  a  comparison  with  the  figures  for 
the  corresponding  period  of  the  preceding  year. 

And  the  Board  will  retain  jurisdiction  of  the  emergency  in- 
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creases  as  herein  approved  for  the  purpose  of  modifying  same 
as  and  if  the  conditions  change. 
Dated  November  23,  1920. 


No.  864. 

Mountain  Lakes  Association 

vs. 
Hillcrest  Water  Company. 

Held- 

1.  The  Hillcrest  Water  Company  does  not  furnish  safe,  adequate  and 
proper  service,  and  should  install  hydrants  requested  by  the  regularly  estab- 
lished fire  commission. 

2.  The  pumping  plant  and  distribution  system  of  the  company  are  not  of 
such  character  as  to  warrant  it  in  demanding  rates  based  upon  entirely  suffi- 
cient fire  protection  service. 

3.  The  company  is  entitled  to  compensation  at  the  average  rate  of  $15  per 
hydrant  per  annum  for  the  service  it  may  render  under  present  conditions. 

4.  The  company  will  be  required  to  install,  at  its  own  proper  expense,  100 
hydrants  at  locations  to  be  agreed  upon  between  the  company  and  the  fire 
commission. 

H.  J.  Hapgood,  for  the  Company.  ' 

Wm,  H.  Hogg,  for  Mountain  Lakes  Association. 

The  Mountain  Lakes  Association  complains  that  the  Hillcrest 
Water  Company,  supplying  Mountain  Lakes,  has  refused  and 
neglected  to  install  hydrants  to  provide  fire  protection  for  the 
community. 

The  Hillcrest  Water  Company  was  organized  to  supply  Moun- 
tain Lakes  and  in  doing  so  to  aid  in  the  development  of  the 
community.  Its  stock  is  owned  and  the  company  controlled  by 
the  same  individuals  who  are  interested  in  the  development  of 
Mountain  Lakes. 

Mountain  Lakes  lies  in  two  municipalities,  partly  in  Boonton 
Township  and  partly  in  Hanover  Township.  The  water  com- 
pany, in  developing  its  distribution  system,  has  installed  long 
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lengths  of  two-inch  main;  a  small  amount  of  four-inch  main 
and  practically  none  of  any  larger  size  excepting  in  the  section 
between  the  pumping  station  and  the  standpipe  and  on  Lookout 
Road  from  the  standpipe  eastward  and  southward  to  the  Boule- 
vard. Due  to  the  geological  layout  of  the  place,  the  number  of 
houses  per  mile  of  water  main  is  comparatively  small,  neces- 
sitating long  rims  between  the  houses  and  excessively  long  lengths 
of  hose  in  order  to  provide  water  for  fire  purposes  throughout 
most  of  the  community. 

Notwithstanding  the  small  size  of  most  of  the  mains,  the  resi- 
dents of  the  community  believe  that  the  installation  of  hydrants 
would  furnish  some  reasonable  protection,  even  though  not  suffi- 
cient to  warrant  the  desired  recognition  by  the  underwriters  in  so 
far  as  adjustment  of  insurance  rates  is  concerned.  Pressures 
are  quite  high  in  most  of  the  territory  and  the  high  pressures 
partly  make  up  for  the  insufficient  size  of  the  mains.  Certainly 
without  hydrant  connections,  such  benefit  as  may  be  obtained 
cannot  be  realized.  There  are  now  in  place  eighteen  hydrants, 
scattered  principally  along  the  larger  mains.  There  are  about 
400  houses  distributed  along  approximately  twelve  miles  of  roads. 
The  residents  desire  to  have  installed  100  additional  hydrants. 
The  company  agrees  that  these  hydrants  are  desirable,  but  calls 
attention  to  the  fact  that  to  make  the  system  adequate  for  fire 
protection  purposes,  the  small  mains  would  have  to  be  replaced 
by  mains  much  larger  in  size  and  would  involve  an  investment  of 
possibly  $100,000,  which  the  company  claims  would,  under  the 
circumstances,  have  to  be  charged  entirely  to  fire  protection. 

From  the  annual  report  of  the  company  at  the  close  of  1918, 
it  appears  that  there  were  the  following  in  service,  classified  as 
mains : 

y^"  to  i"  W.  I.  pipe,   37,444  feet 

2"  W.  I.  pipe,   29,107  feet 

4"  C.  I.  pipe,  28,661  feet 

6"  C.  I.  pipe 4,485  feet 

8"  C.  I.  pipe,  487  feet 

Total,    100,174  feet 
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Much  testimony  was  submitted  at  the  hearings  to  show  that 
the  failure  to  have  hydrants  installed  was  largely  due  to  tiie  lack 
of  assurance  from  the  proper  local  authorities  that  revenues 
would  be  obtained  to  support  the  investment  in  hydrants  and 
connections.  That  the  company  conten^dated  the  installation  of 
hydrants  is  obvious  from  its  application  for  approval  of  securities 
authorized  by  the  Board  Jtme  19,  191 7,  in  which  an  amoimt  was 
allowed  for  100  hydrants,  which  it  expected  to  install  within  a 
short  period  of  time  subsequent  to  that  date.  Hanover  Township, 
however,  appears  to  have  been  reluctant  to  take  up  this  question, 
apparently  believing  that  the  citizens  in  Motmtain  Lakes  would 
in  some  way  provide  for  fire  protection.  In  consequence,  a  fire 
district  has  been  set  apart  comprising  the  Motmtain  Lakes  terri- 
tory. A  board  of  five  fire  commissioners  has  been  elected.  The 
<:ommissioners  have  voted  an  appropriation  of  $1,500  which  has 
already  been  collected  in  the  taxes  for  this  year  and  is  available 
for  fire  protection. 

It  appears  that  practically  all  of  the  mains  in  Boonton  Town- 
ship consist  of  two-inch  pipe  and  valid  objections  have  been  made 
to  the  raising  of  money  by  taxation  for  something  which  would 
not  be  distinctly  adequate.  In  Hanover  Township  but  a  small 
proportion  of  the  mains  are  of  sufficient  size  to  assure  fairiy 
satisfactory  pressures. 

In  the  spring  of  191 7,  when  the  water  company  presented  its 
application  for  the  approval  of  an  issue  of  securities,  an  item  was 
included  of  $5,500,  which  was  to  provide  for  the  installation 
of  100  hydrants  at  $55  each.  The  hydrants  could  be  installed 
for  that  amount  at  that  time,  but  the  cost  is  now  about  double. 

The  water  company  agrees  that  the  installation  of  the  hydrants 
is  needed.  The  matter  resolves  itself  into  one  of  fair  compensa- 
tion. Mr.  Hapgood  has  asked  the  community  to  pay  two-thirds 
of  the  present  cost  of  installation.  The  representatives  from  the 
several  commimities  feel  that  they  should  not  be  asked  for  such 
a  contribution.  The  water  company  contends  that  the  price 
charged  per  hydrant  should  not  be  less  than  $25.  This  opinion 
is  founded,  however,  on  comparison  with  rates  charged  in  a 
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number  of  municipalities  where  there  is  no  question  as  to  the 
adequate  or  sufficiency  of  the  distribution  system.  It  has  already 
been  stated  that  to  make  this  water  system  entirely  adequate  for 
fire  protection  would  necessitate  the  expenditure  of  perhaps 
$100,000  for  the  installation  of  larger  mains.  In  such  a  case 
the  charges  for  fire  protection  should  be  sufficient  to  meet  the 
fixed  charges  in  connection  with  the  increase  in  investment. 
Under  all  the  circumstances,  it  would  not  appear  wise  to  make 
such  an  investment  at  the  present  time  and  no  one  so  contends. 
The  size  of  the  mains  and  the  character  of  the  units  in  the  piunp- 
ing  station  are  not  such  as  would  warrant  the  Board  in  fixing 
rates  for  fire  protection  which  would  be  based  upon  an  assumed 
adequate  system.  On  the  other  hand,  some  benefit  may  be  ob^ 
tained  by  the  installation  of  hydrants  even  in  connection  with 
the  two-inch  mains,  and  the  Board  is  of  the  opinion  that  the 
company  should  receive  at  least  the  amount  of  money  necessary 
to  meet  all  fixed  and  maintenance  charges  in  connection  with  the 
installation  of  hydrants. 

In  a  large  number  of  cases  investigated  by  the  Board  the  in- 
terest, depreciation,  taxes,  insurance,  cost  of  leakage  and  annual 
maintenance  per  hydrant,  including  the  hydrants,  valves,  branch 
connections,  etc.,  was  found  in  pre-war  prices  to  amount  to  $6 
per  hydrant.  At  the  present  time  these  various  items  will  aggre- 
gate about  $10  per  annum.  On  the  other  hand,  a  number  of 
these  hydrants  are  supplied  from  mains  of  fairly  adequate  size 
and  some  additional  compensation  should  be  given  to  the  com- 
pany for  this  service.  If  the  system  was  entirely  adequate,  the 
price  of  $25  demanded  by  the  company  (basing  the  conclusion 
entirely  upon  comparison  with  rates  charged  in  other  communi- 
ties) would  not  be  excessive  or  unreasonable. 

Of  the  118  hydrants  only  eight  are  located  on  six-inch  mains 
and  thirty-one  others  on  four-inch  mains,  the  lengths  of  which, 
however,  with  cross-connections,  are  excessive.  Assuming  that 
for  the  eight  hydrants  located  on  six-inch  mains,  a  rate  of  $25 
per  annum  would  be  fair ;  that  for  the  thirty-one  hydrants  located 
or  to  be  located  on  the  four-inch  mains,  a  rate  of  $20  would  be 
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fair;  and  that  the  other  seventy-nine  hydrants,  located  on  mains 
smaller  than  four-inch,  be  worth  at  least  the  carrying  charge  of 
$io  per  annum,  the  total  charge  for  ii8  hydrants  would  be 
$1,630  or  an  average  of  about  $14  per  hydrant  per  annum.  The 
municipality  has  shown  a  willingness  to  pay  $15  per  annum  per 
hydrant.  This  is  already  evidenced  by  the  fact  that  Hanover 
Township  has  been  paying  at  this  rate  for  a  small  number  of 
hydrants  located  within  the  township. 

CONCI.USIONS. 

The  Board  therefore  finds  and  determines : 

1.  That  the  Hillcrest  Water  Company  does  not  furnish  safe, 
adequate  and  proper  service,  and  should  install  hydrants  re- 
quested by  the  regularly  established  fire  commission  of  the  fire 
district  of  Mountain  Lakes,  Hanover  Township. 

2.  That  the  pumping  plant  and  distribution  system  of  the  Hill- 
crest Water  Company  are  not  of  such  character  as  to  warrant  the 
company  in  demanding  rates  based  upon  adequate  and  entirely 
sufficient  fire  protection  service. 

3.  That  the  company  is  entitled  to  compensation  at  the  average 
rate  of  $15  per  hydrant  per  annum  for  the  service  as  it  may 
render  under  present  condition^. 

4.  An  order  will  be  entered  requiring  the  company  to  install 
at  its  own  proper  expense  100  hydrants  at  locations  to  be  agreed 
upon  between  the  company  and  the  fire  commission. 

Dated  November  23,  1920. 

ORDER. 

This  matter  having  been  duly  heard,  and  the  Board  having 
this  day  made  and  filed  a  report  in  the  matter  of  the  complaint 
of  Mountain  Lakes  Association  vs.  Hillcrest  Water  Company 
charging  inadequate  service  for  fire  purposes,  which  report,  by 
reference  thereto  herein,  is  made  part  hereof,  the  Board  hereby 
finds  and  determines  that  the  said  Hillcrest  Water  Company  fails 
to  furnish  safe,  adequate  and  proper  service  by  not  installing 
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hydrants  requested  by  the  regularly  established  fire  commission 
of  the  fire  district  of  Mountain  Lakes,  Hanover  Township,  and 

Hereby  orders  and  directs  the  Hillcrest  Water  Company  to 
install  at  its  own  proper  expense  the  one  hundred  hydrants 
referred  to  in  this  complaint,  at  locations  to  be  agreed  upon  be- 
tween the  company  and  the  fire  commission. 

The  Board  hereby  fixes  a  rate  of  fifteen  dollars  ($15)  per 
hydrant  per  annum  as  a  just  and  reasonable  rate  for  the  hydrants 
referred  to  under  the  existing  conditions. 

This  order  shall  become  effective  December  15,  1920. 

Dated  November  23,  1920. 


No.  865. 

In  The  Matter  oi^  the  Petition  of  the  Borough  ot 
Wanaque  for  Crossing  at  Grade  Over  the  Tracks  of 
the  Greenwood  Lai^  Division  of  the  Erie  Railroad. 

I.  The  Board  finds  there  is  a  public  necessity  for  a  crossing  at  Melrose 
avenue,  and  will  therefore  grant  permission  to  cross  the  tracks  of  the  com- 
pany at  grade. 

Clifford  L,  Nezimum,  for  the  Borough. 

M,  B,  Pierce,  for  the  Erie  Railroad. 

The  Borough  of  Wanaque  filed  a  petition  for  a  crossing  at 
grade  over  the  tracks  of  the  Greenwood  Lake  Division  of  the 
Erie  Railroad  in  said  Borough,  either  at  the  point  of  intersection 
of  the  track  and  the  highway  leading  from  Main  Street  to  the 
old  site  of  the  Midvale  Station,  known  as  Melrose  Avenue ;  or 
at  the  intersection  of  the  highway  known  as  Furnace  Lane,  the 
latter  located  approximately  275  feet  north  of  Melrose  Avenue. 

Hearing  was  held  in  Newark  October  28. 

The  tracks  of  the  Greenwood  Lake  Division  through  the 
Borough  run  practically  north  and  south.     In  the  vicinity  of 
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Furnace  Lane  and  Melrose  Avenue  are  three  tracks;  two  sid- 
ings and  one  main  track.  The  siding  tracks  are  for  storage  of 
equipment  used  in  passenger  service.  An  engine  house  and  addi- 
tional storage  tracks  are  located  north  of  Furnace  Lane  with  a 
lead  track  connecting  the  siding  tracks. 

The  principal  portion  of  the  Borough  is  located  on  the  westerly 
side  of  the  railroad ;  on  the  easterly  side  are  approximately,  as 
testified,  forty-eight  dwellings  and  a  population  of  250  persons. 
About  58  children  attend  the  public  school.  The  school  house, 
fire  department  and  stores  are  located  along  the  main  highway 
on  the  westerly  side  of  the  tracks. 

The  nearest  public  highway  crossing  south  of  Furnace  Lane 
is  4380  feet,  and  the  nearest  north  of  Furnace  Lane  is  1470  feet. 
At  a  point  1375  feet  south  of  Furnace  lane  is  a  private  crossing 
known  as  Mullin's  Crossing,  for  use  in  connection  with  travel 
to  and  from  Mullin's  Coal  and  Lumber  Yard.  Pedestrian  and 
vehicular  traffic  from  the  easterly  section  to  reach  the  westerly 
section  of  the  Borough,  under  existing  conditions,  and  cross  at  an 
established  public  crossing  must  use  ,the  highway  north  of  Fur- 
nace Lane  or  the  one  to  the  south.  As  there  is  no  direct  highway 
on  the  easterly  side  by  which  the  crossing  north  of  Furnace  Lane 
could  be  reached  by  traveling  1470  feet,  as  said  distance  is 
meausred  in  a  direct  line  north  of  Furnace  Lane,  to  cover  this 
distance  by  the  highway  would  necessitate  traveling  more  than 
one  mile.  The  school  house  is  located  on  the  westerly  side  of  the 
main  street  opposite  Melrose  Avenue,  and  school  children  in  the 
westerly  section  would  cross  the  tracks  in  the  vicinity  of  Melrose 
Avenue,  taking  the  most  direct  route  to  reach  the  school.  No 
defined  highway  crossing  being  at  or  near  Melrose  Avenue,  an 
element  of  danger  exists  that  should  be  given  due  consideration  in 
the  present  petition. 

Testimony  was  produced  to  the  effect  that  a  crossing  over  the 
tracks  was  maintained  at  Melrose  Avenue  and  used  by  the  public 
during  the  time  the  passenger  station  was  maintained  at  Melrose 
Avenue.  Subsequent  to  \\f>  relocation  about  eighteen  years  ago, 
the  crossing  was  removed.    At  that  time  there  were  few  residents 


Digitized  by 


Google 


Board  of  Public  Utiuty  Commissioners.  513 

West  Orange  vs,  Erie  R.  R.  Co. 

in  the  easterly  section,  and  the  use  of  the  crossing  was  limited. 

The  easterly  section  of  the  Borough  has  developed  consider- 
ably during  recent  years,  and  its  future  growth  will  undoubtedly 
be  materially  affectecf  by  the  non-existence  of  a  convenient  way 
to  cross  the  tracks  at  a  location  about  the  center  of  the  developed 
portion  of  the  municipality.  A  crossing  of  the  tracks  at  Melrose 
Avenue  would  appear  the  more  central  and  convenient  location 
and  avoid  the  necessary  shifting  movements  across  Furnace 
Lane  on  lead  track  from  the  tracks  north  of  Furnace  Lane  to 
the  siding  tracks  and  the  main  track. 

The  Board  finds  there  is  a  public  necessity  for  a  crossing  at 
Melrose  Avenue,  and  will  therefore  grant  permission  to  cross 
the  tracks  of  the  company  at  grade. 

Dated  December  2,  1920. 


No.  866. 

Petition  of  the  Town  of  West  Orange  for  the  Construc- 
tion AT  Grade  of  Standish  Avenue  Across  the  Tracks 
OF  THE  Erie  Railroad  Company. 

I.  The  Board  withholds  permission  for  a  grade  crossing  until  there  is  a 
public  necessity  for  it.  Such  is  the  policy  of  the  State.  In  the  present  case  it 
would  appear  from  all  the  evidence  that  the  community  has  developed  in  this 
part  of  West  Orange  to  such  an  extent  as  to  make  a  crossing  at  Standish 
Avenue  a  public  necessity. 

Borden  D,  Whiting,  for  West  Orange. 

M,  B.  Pierce,  for  Erie  Railroad  Company. 

Mr,  Hardy,  for  Thomas  A.  Edison,  Inc. 

Hearing  at  Newark,  N.  J.,  October  21,  1920. 
The  Town  of  West  Orange  petitions  for  a  grade  crossing  at 
Standish  Avenue  across  the  tracks  on  the  Orange  branch  of  the 
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New  York  and  Greenwood  Lake  division  of  the  Erie  Railroad 
Company.  The  petition  alleges  that  Standish  Avenue  is  a  public 
highway  extending  from  Park  Avenue  to  Lakeside  Avenue; 
that  there  is  a  public  demand  for  the  construction  of  a  crossing 
at  grade  over  the  tracks  of  the  said  railroad  company ;  that  such 
a  crossing  is  both  necessary  and  desirable  as  public  convenience. 

The  answer  of  the  company  denies  there  is  such  a  public  de- 
mand, and  also  denies  its  desirability  or  necessity.  At  the  hear- 
ing cotmsel  for  the  company  raised  the  further  inquiry  as  to 
whether  Standish  Avenue  was  a  public  or  private  street. 

The  avenue  in  question  is  between  ten  and  eleven  hundred  feet 
in  length,  fifty  feet  wide,  and  enters  Park  Avenue,  which  is  one 
of  the  main  thoroughfares  under  the  control  of  the  Essex  County 
Park  Commission,  and  on  which  there  is  very  heavy  traflSc. 

At  the  northerly  end  of  Standish  Avenue,  where  it  intersects 
Lakeside  Avenue,  are  the  factories  of  the  Edison  plant.  Lake- 
side Avenue  runs  practically  through  the  center  of  the  Edison 
plant,  and  is  an  important  thoroughfare,  sixty  feet  in  width. 

There  are  two  tracks  across  Standish  Avenue,  one  the  main 
single  track,  and  the  other  a  spur  of  siding  that  parallels  the 
main  line.  The  physical  conditions  are  such  that  the  street  could 
not  be  taken  over  or  under  the  railroad  tracks,  so  long  as  Lake- 
side Avenue  remains  a  grade  crossing.  The  Standish  Avenue 
crossing  must  be  permitted  at  grade  or  not  at  all.  And  consider- 
ing the  classifications  of  grade  crossings  for  their  elimination,  it 
will  probably  be  some  years  before  any  attempt  is  made  to  elimi- 
nate the  said  grade  crossing. 

The  street  is  largely  used  by  pedestrians.  It  was  used  for 
vehicular  traffic  until  the  town  authorities,  considering  it  danger- 
ous, caused  a  barricade  to  be  erected  in  the  month  of  September 
of  the  present  year,  thereby  preventing  automobiles  and  other 
vehicles  from  crossing  the  railroad  tracks  under  existing  condi- 
tions. Standish  Avenue  is  mostly  built  up  with  dwellings  and 
factory  buildings.  There  is  a  sewer  in  the  street  running  under 
the  railroad  tracks;   also  fire  hydrants  and  water  mains. 
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One  of  the  principal  reasons  advanced  for  the  crossing  is  that 
there  are  about  six  thousand  people  employed  in  the  Edison  plant 
and  that  from  one  to  two  thousand  of  them  use  the  street  going 
to  and  from  their  daily  work.  This  is  the  estimate  given  by  the 
engineer  in  charge  of  the  works.  According  to  the  estimate  made 
by  the  witness  for  the  railroad  company  (which  was  limited  to 
two  days  in  September  and  four  days  in  October),  the  movements 
over  the  crossing  for  twelve  hours  in  the  day  time  varied  from 
25  to  39  on  week  days,  counting  engines  and  trains  (passenger 
and  freight),  also  the  drilling  of  freight.  Pedestrians  during  the 
same  period  varied  from  447  to  664.  For  the  twelve-hour  night- 
time period,  the  same  kind  of  a  count  showed  10  for  engines 
and  trains  and  from  45  to  52  pedestrians. 

An  additional  reason  for  the  crossing  is  the  two  large  ware- 
houses shown  on  the  maps.  The  materials  that  come  over  the 
Erie  Railroad  into  these  storehouses  should  naturally  be  moved 
out  of  them  on  Standish  Avenue  by  trucks.  The  materials  in 
these  warehouses  are  now  truclg^d  down  alongside  of  the  track 
of  the  railroad  right  of  way  to  Lakeside  Avenue ;  then  over  the 
railroad  tracks  to  the  Edison  plant.  This  one  corporation  has. 
about  24  trucks  running  back  and  forth  all  day  over  the  railroad 
tracks. 

The  street  barricade  referred  to  was  placed  there  by  the 
officials  of  the  Town  of  West  Orange  because  they  feared  that 
the  traffic  over  the  railroad  tracks  (there  being  no  planking) 
might  result  in  serious  accidents.  A  grade  crossing  at  Standish 
Avenue  would,  for  all  practical  purposes,  be  an  extension  of 
the  Lakeside  Avenue  crossing.  Both  could  be  protected  by  the 
same  flagman  operating  the  gates  from  the  tower  now  there.' 

The  Board  withholds  permission  for  a  grade  crossing  until 
there  is  a  public  necessity  for  it.  Such  is  the  policy  of  the  State. 
In  the  present  case,  it  would  appear  from  all  the  evidence  that  the 
community  has  developed  in  this  part  of  West  Orange  to  such 
an  extent  as  to  make  a  crossing  at  Standish  Avenue  a  public 
necessity.  The  employees  in  the  Edison  works,  numbering  be- 
tween five  and  six  thousand,  make  a  community  by  themselves, 
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who  are  entitled  to  a  convenient  and  properly  protected  crossing 
going  to-  and  from  their  work. 

The  fire  hazard  for  such  a  plant  representing  a  very  large 
capital  investment  should  have  this  avenue  free  of  barricades  and 
provided  with  a  suitable  crossing,  so  that  the  fire  engines  and 
other  fire  apparatus  of  the  town  shall  have  free  and  uninterrupted 
access  to  this  portion  of  the  municipality  in  case  of  emergency. 
The  public  necessity  for  this  crossing  is  forcibly  impressed  upon 
the  Board  by  the  maps  and  drawings  filed  as  exhibits  by  both 
the  town  and  the  company. 

The  material  inquiry  is  whether  the  grade  crossing  is  one  of 
public  necessity.  The  Board  finds  it  is.  Any  other  conclusi-Dn 
would  be  a  great  detriment  to  that  part  of  West  Orange  and 
greatly  retard  its  development.  Permission  to  cross  the  tracks 
at  grade  at  Standish  Avenue  will,  therefore^  be  granted. 

Dated  December  2,  1920. 


No.  867. 

In  the;  Matter  of  the  Application  of  the  Board  of  Chosen 
Freeholders  of  the  County  of  Ocean,  and  the  Town- 
ship Committee  of  the  Township  of  Berkeley  in  the 
County  of  Ocean  for  Protection  at  the  Grade  Cross- 
ing OF  the  Main  Shore  Road  With  the  Tracks  of  the 
Central  Railroad  of  New  Jersey  at  Toms  River. 

I.  It  is  concluded  that  a  condition  of  danger  exists  which  warrants  an 
order  directing  additional  protection  at  the  crossing  by  the  installation  of 
gafes  to  be  operated  for  all  train  movements. 

M.  L.  Berry,  for  the  Complainants. 

Charles  E.  Miller,  for  the  Respondent. 

The  Board  of  Chosen  Freeholders  of  the  County  of  Ocean  and 
the  Township  Committee  of  Berkeley  Township  in  a  joint  peti- 
tion complained  to  the  Board,  alleging  insufficient  protection  at 
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the  intersection  of  Main  Street,  Shore  Road  (Atlantic  City 
Boulevard)  and  the  track  of  the  Toms  River  branch  of  the 
Central  Railroad,  in  the  Village  of  Toms  River. 

At  the  hearing  maps  were  introduced  showing  track  layout, 
highways  and  physical  conditions  at  the  crossing;  also  testimony 
covering  views,  use  of  highways,  etc. 

Main  Street  is  one  of  the  principal  thoroughfares  in  the  com- 
munity runging  approximately  east  and  west  and  crosses  the 
single  main  railroad  track  at  right  angles.  At  a  point  50  feet 
west  of  the  track  it  joins  the  Atlantic  City  Boulevard,  the  latter 
running  in  a  southerly  direction  parallel  with  the  railroad  south 
of  Main  Street  on  the  west  side  of  the  right-of-way.  The  line  of 
railroad  is  practically  north  and  south.  On  the  northwest  comer 
of  the  crossing  is  a  building  of  the  Newbury  Lumber  Company, 
located  20  feet  from  the  center  of  the  main  track  and  a  picket 
fence  6  feet  high  is  between  said  building  and  the  main  track 
along  the  right-of-way  line.  Said  building  obstructs  the  view  of 
trains  moving  in  a  southerly  direction,  and  at  a  point  25  feet 
from  the  nearest  rail  the  view  approaching  from  the  westerly  side 
on  Main  Street  is  limited  to  40  feet  north  of  the  highway  line! 
Approaching  the  crossing  from  the  Atlantic  City  Boulevard, 
owing  to  angle  of  approach,  trains  can  be  seen  for  a  somewhat 
longer  distance.  The  view  of  northbound  trains  can  be  consid- 
ered fair  from  the  southerly  and  westerly  approaches.  Ap- 
proaching from  the  easterly  side  of  the  crossing,  the  view  of 
southbound  trains  is  unobstructed,  the  view  of  trains  in  a  north- 
erly direction  is  partially  limited  by  the  station  building  on  the 
easterly  side  of  tracks  south  of  the  highway. 

South  of  the  crossing  are  siding  tracks  and  a  team  driveway 
to  freight  house,  located  approximately  330  feet  from  the  high- 
way. A  siding  track  to  the  Newbury  Lumber  Company  runs 
from  the  freight  yard  siding  track,  curving  in  a  northwesterly 
direction  across  Main  Street. 

The  crossing  is  protected  by  an  automatic  bell  on  the  south- 
west corner ;  also  standard  grade  crossing  sign.  On  the  northeast 
corner  is  a  small  iron  crossing  sign.     At  a  point  150  feet,  south 
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of  the  crossing  on  the  Atlantic  City  Boulevard  is  an  approach 
sign,  and  on  Main  Street,  west  of  the  Newbury  Lumber  Com- 
pany's track,  is  a  similar  sign. 

The  Atlantic  City  Boulevard  is  a  part  of  Route  No.  4  of  the 
State  Highway  system  and  is  heavily  traveled  by  traffic  to  and 
from  Atlantic  City  and  other  shore  resorts.  In  addition  to  shore 
traffic  the  crossing  is  also  used  by  all  traffic  on  Main  Street  pass- 
ing between  the  easterly  and  westerly  portions  of  thj  village. 

Several  accidents  have  occurred  at  the  crossing  since  the  instal- 
lation of  the  existing  protection,  emphasizing  the  need  of  addi- 
tional protection  to  reasonably  and  properly  protect  travel  passing 
over  the  crossing. 

Taking  into  consideration  the  limited  view  from  the  westerly 
side  and  physical  conditions  at  the  crossing,  also  the  importance 
of  the  highways  and  the  heavy  travel  thereover,  it  is  concluded 
that  a  condition  of  danger  exists  which  warrants  an  order  direct- 
ing additional  protection  at  the  crossing  by  the  installation  of 
gates  to  be  operated  for  all  train  movements. 

Dated  December  2,  1920. 

ORDER. 

This  case  being  at  issue  upon  complaint  and  answer  on  file 
and  having  been  duly  heard  and  submitted  by  the  parties,  and  full 
investigation  of  the  matters  and  things  involved  having  been  had, 
and  the  Board  having  on  December  2,  1920,  made  and  filed  a 
report  containing  its  findings  of  fact  and  conclusions  thereon, 
which  said  report  is  hereby  referred  to  and  made  a  part  hereof, 
the  Board  of  Public  Utility  Commissioners 

Hereby  orders  the  Central  Railroad  Company  of  New  Jersey 
to  install  and  operate  gates  at  the  inter§ection  of  Main  Street, 
Shore  Road  (Atlantic  City  Boulevard)  and  the  track  of  the 
Toms  River  Branch  of  the  Central  Railroad  Company  of  New 
Jersey  in  the  Village  of  Toms  River.  The  said  gates  shall  be 
kept  down  for  all  train  movements  over  the  crossing. 

This  Order  shall  become  effective  January  i,  192 1. 

Dated  December  9,  1920. 
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No.  868. 

In  the  Matter  of  the  Appucation  of  the  Miixviixe 
Electric  Company  for  Approval  of  $530,000  BoNoa 

1.  The  Board  is  fully  cognizant  of  the  conditions  existing  regarding  the 
financing  of  public  utilities  and  the  difficulties  of  otbaining  money  at  com- 
paratively low  rates  of  interest.  The  whole  business  world  knows,  however, 
this  is  not  the  proper  time  to  issue  thirty-year  bonds. 

2.  It  would  be  better  financing  and  lead  to  better  results,  both  for  the 
company  and  the  public  it  serves,  to  adopt  some  short  term  form  of  financing^ 
which  can  be  converted  later  into  long  term  bonds  at  a  lower  rate  of  interest 
than  is  carried  by  bonds  under  the  proposed  mortgage.  This  appears  to  be 
especially  true  where  such  a  large  proportion  of  the  funds  to  be  obtained  by 
the  sale  of  bonds  is  to  be  used  for  the  payment  of  floating  indebtedness. 

3.  If  the  petition  is  granted  as  submitted  there  would  be  outstanding  bonds 
of  a  face  value  of  more  than  ten  times  the  face  value  of  the  stock. 

4.  The  Board  finds  that  the  creation  of  a  long  term  mortgage  at  so  high  a 
rate  of  interest  (eight  per  cent.)  is  not  justified  and  would  create  an  un- 
reasonable burden  on  the  customers  of  the  company,  and  that  the  issuance  of 
bonds  under  any  form  of  mortgage  which  in  total  bears  such  an  improper 
and  extravagant  relation  to  the  amount  of  stock  outstanding  is  not  in  the 
public  interest.    Petition  is  dismissed. 

Lewis  Starr,  for  the  Petitioner. 

The  Millville  Electric  Company  by  petition  asks  for  the  ap- 
proval of  a  mortgage  for  $750,000  and  the  issuance  thereunder 
of  bonds  in  the  amount  of  $530,000.  The  mortgage  provides 
for  the  issuance  of  bonds  with  interest  at  eight  per  cent,  per 
annum,  subject  to  redemption  after  five  years  from  date,  at  103, 
which  right  of  redemption  is  subject  to  the  approval  of  this 
Board. 

The  Board  is  fully  cognizant  of  the  conditions  existing  regard- 
ing the  financing  of  public  utilities  and  the  difficulties  of  obtain- 
ing money  at  comparatively  low  rates  of  interest.  The  whole 
business  world  knows,  however,  this  is  not  the  proper  time  to 
issue  thirty-year  bonds.  It  would  be  far  better  financing  and 
lead  to  better  results,  both  for  the  company  and  the  public  it 
serves,  to  adopt  some  short  term  form  of  financing,  which  can 
be  converted  later  into  long  term  bonds  at  a  lower  rate  of  interest 
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than  is  carried  by  bonds  under  the  proposed  mortgage.  This 
appears  to  be  especially  true  where  such  a  large  proportion  of  the 
funds  to  be  obtained  by  the  sale  of  bonds  is  to  be  used  for  the 
payment  of  a  floating  indebtedness. 

A  recent  appraisal  of  the  property  and  an  examination  of  the 
books  in  connection  with  the  application  for  approval  of  an  in- 
creased schedule  of  rates  show  that  the  gross  book  cost  to  the 
company  as  of  June  30,  1920,  was  $302,368.75.  This  figure  in- 
cludes contractor's  profits,  overhead  charges,  etc.  The  corre- 
sponding appraised  value  is  approximately  $292,500.  By  deduct- 
ing the  accrued  depreciation,  amounting  to  $50,730,  we  have  a 
present  value  of  the  property  in  place  as  of  June  30,  1920,  of 
$241,770,  which  is  the  basis  on  which  the  property  ought  to  be 
Krapitalized.  In  addition  to  the  above  there  should  be  an  allow- 
ance of  $15,000  for  working  capital,  this  being  approximately 
equivalent  to  one  and  a  half  months'  gross  revenue  at  the  present 
time.  In  addition  to  the  property  now  in  existence,  the  company 
estimated  that  at  present  prices  it  will  require  $145,000  to  com- 
plete the  extension  of  the  distribution  system  throughout  the 
balance  of  the  City  of  Millville  not  now  served. 

Summing  up  the  value  of  this  property  as  it  stands  at  the 
present  time  we  have  the  following: 

Present  value,  $241,770 

Working  capital,  15,000 

Total,   $256,770 

As  outstanding  liabilities  against  the  property  the  company  has 
listed  notes  and  bills  payable  amounting  to  $271,134.83.  There 
is  also  outstanding  $50,000  in  stock,  making  a  total  of  $321,- 
134.83.  Most  of  the  debts  are  held  by  the  stockholders  of  this 
company  and  should  therefore  be  entirely  cleared  by  the  issusmce 
of  such  securities  as  will  produce  proceeds  sufficient  to  meet  all 
the  present  outstanding  debt.  According  to  the  statute  of  1906, 
stock  must  be  issued  for  cash  or  its  equivalent  at  par  and  bonds 
for  not  less  than  80  per  cent,  of  par.  As  an  offset  to  the  bills 
and  accounts  payable,  amounting  to  $271,134.83,  the  company 
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has  other  accounts  receivable,  amounting  to  $44,293.05.  This 
amount  is  independent  of  consumers'  accounts  receivable.  These 
accounts  receivable  appear  to  be  due  entirely  from  an  associated 
company,  which  should  be  required  to  finance  its  operations  inde- 
pendently of  the  electric  light  company.  The  collection  of  these 
accounts  receivable  leaves  a  net  amount  of  debt  owing  by  the 
electric  company  of  $226,841.78. 

As  previously  stated,  'the  value  of  the  property,  including  an 
allowaiKe  of  $15,000  for  working  capital,  is  $256,770.  Against 
this  there  is  outstanding  stock  in  the  par  value  of  $50,000,  leaving 
uncapitalized  (except  through  the  medium  of  short  term  notes)  a 
value  of  $206,770.  This  indicates  that  the  gross  amount  of  per- 
manent capital  securities  which  may  be  issued  against  the  exist- 
ing property  is  such  as  would  represent  a  value  of  $206,770. 
This  falls  short  of  the  debts  owing  by  the  company  of  approxi- 
mately $20,000. 

The  petition  of  the  company  asks  for  the  approval  of  the  issue 
of  bonds  in  the  face  value  of  $530,000  for  the  purpose  of  pay- 
ing existing  indebtedness  and  providing  funds  for  new  con- 
struction. 

If  petition  is  granted  as  submitted  there  would  be  outstand- 
ing bonds  of  a  face  value  of  more  than  ten  times  the  face  value 
of  the  stock.  Conservative  financing  requires  that  bonds  be 
limited  to  an  amount  not  exceeding  the  amount  of  stock  out- 
standing. The  Board  realizes  that  this  is  an  ideally  sound  con- 
dition which  cannot  be  insisted  upon  at  the  present  time.  For 
the  information  of  the  company  the  Board  states  it  will  not  give 
its  approval  to  the  issuance  of  bonds  in  an  amount  which  would 
exceed  four  times  the  capital  stock.  If  the  total  value  of  the 
property  at  the  present  time  is  $256,000  the  face  value  of  the 
bonds  to  be  issued  in  connection  with  it  must  not  exceed 
$200,000.  The  balance  of  the  capitalization  should  be  through 
the  issuance  of  stock  at  par.  If  bonds,  as  is  so  often  the  case, 
are  to  be  sold  at  less  than  par,  then  the  amount  of  stock  to  be 
issued  must  be  still  greater  than  would  be  represented  by  four- 
to-one  relation. 
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The  Board  finds  that  the  creation  of  a  long  term  mortgage  at 
so  high  a  rate  of  interest  is  not  justified  and  would  create  an 
unreasonable  burden  on  the  customers  of  the  company.  Further 
that  the  issuance  of  bonds  under  any  form  of  mortgage  which 
in  total  bears  such  an  improper  and  extravagant  relation  to  the 
amount  of  stock  outstanding  is  not  in  the  public  interest.  It 
involves  the  creation  of  fixed  charges  which  are  not  only  difficult, 
but  in  some  cases,  impossible  to  meet'.  The  Board  therefore 
withholds  approval  of  this  mortgage  and  dismisses  the  petition. 

Dated  December  2,  1920. 


No.  869. 

In  the  Matter  of  the  Appucation  of  the  Hammonton 
AND  Egg  Harbor  City  Gas  Company  for  Further 
Increase  in  Rates. 

1.  In  considering  an  application  by  a  gas  company  for  approval  of  increased 
rates  the  Board  holds  that  a  valuation  found  by  it  as  of  April  i,  1918,  should 
be  taken,  increased  by  additions  down  to  date  as  a  basis  for  rates. 

2.  The  value  of  fixed  capital  as  of  April  i,  1918,  is  $80,824,  and  additions 
to  January  i,  1920,  increases  this  amount  to  $82,296.  Adding  working  capital 
the  sum  of  $85,000  is  taken  for  the  purpose  of  this  report  On  this  a  return 
of  six  per  cent,  is  allowed. 

3.  The  company's  petition  for  approval  of  a  rate  of  $3.25  per  thousand 
cubic  feet,  less  10  cents  per  thousand  cubic  feet,  is  dismissed,  with  leave  to 
file  a  rate  of  $2.30  net  per  thousand  cubic  feet. 

Joseph  Thompson,  for  the  Petitioner. 

The  petition  alleges: 

That  the  present  schedule  of  rates  for  the  sale  of 
gas  was  fixed  by  the  Board  in  a  report  bearing  date 
July  17,  1918  (the  rate  so  allowed  being  $1.90  gross 
per  thousand  cubic  feet  of  gas  sold,  less  prompt  pay- 
ment discount   of   10  cents  per  thousand)  : 

That  the  said  price  per  thousand  feet  is  not  sufficient 
for  the   company   to  pay   its   overhead   charges   and 
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operating  expenses  and  that  the  petitioner  is  without 
credit  or  borrowing  capacity  necessary  to  operate  said 
plant  : 

That  it  is  necessary  that  the  price  of  gas  per  thou- 
sand cubic  feet  should  be  increased  to  at  least  $3.25 
less  10  cents  per  thousand  cubic  feet  prompt  payment 
discotmt : 

That  the  present  fair  value  of  the  company's  gas 
property  approximates  $139,000: 

That  it  is  necessary  to  obtain  increased  revenue  by 
reason  of  the  increased  cost  of  coal,  oil,  supplies,  wages 
and  general  operating  expenses. 
Hearing  was  held  on  the  petition  at  Trenton. 
The  company  submitted  proofs  showing  that  notice  had  been 
given  to  the  public  through  the  newspapers  and  to  the  Mayor  of 
the  city  of  this  application,  and  of  the  time  and  place  of  the 
hearing  thereon. 

The  Board  issued  a  report  under  date  of  July  17,  1918,  per- 
mitting the  company  to  file  the  schedule  of  rates  now  in  effect. 
The  rates  existing  prior  to  that  time  were  those  fixed  by  ordinance 
which  provides  that  the  company  "shall  not  charge  private  con- 
stmiers  of  its  gas  in  the  said  Town  of  Hammonton  more  than  one 
dollar  and  fifty  cents  ($1.50)  per  one  thousand  cubic  feet  of 
gas  for  illuminating  purposes  and  one  dollar  and  thirty-five  cents 
($1.35)  per  one  thousand  cubic  feet  of  gas  for  fuel  purposes." 
The  annual  reports  of  the  company  indicate  that  operating  under 
these  franchise  rates  the  g2is  department  of  the  company  earned 
on  the  value  as  found  by  the  Board  in  its  report  less  than  4  per 
cent,  annually  for  the  years  1914  to  1917  inclusive.  In  the  said 
report  the  Board  found  the  fair  value  of  the  property  as  a  basis 
for  rates,  $82,644  as  of  April  i,  1918.  The  petitioner  submitted 
through  its  expert  engineer  as  Exhibit  P-i  a  valuation  of  the 
property  on  the  basis  of  unit  prices  prevailing  as  of  June  30,  1920, 
in  the  amount  of  $161,820,  and  as  a  present  basis  for  rates  in- 
creased the  valuation  submitted  to  the  Board  by  the  same  wit- 
ness in  1918  by  approximately  60  per  cent,  this  being,  in  the 


Digitized  by 


Google 


524  Board  of  Public  Utiuty  Commissioners. 

•       Rates — Hammonton  and  Egg  Harbor  City  Gas  Co. 

opinion  of  the  company's  expert  witness,  the  amount  of  per- 
manent enhancement  of  the  value  of  the  property  of  the  petitioner 
due  to  the  war.  It  is  a  matter  of  common  knowledge,  however, 
that  prices  are  dropping  very  rapidly  and  the  prices  of  many 
materials  have  now  receded  to  those  prevailing  preceding  the 
war  and  these  changes  have  been  taking  place  with  remarkable 
rapidity  during  the  past  sixty  days.  In  justice  to  the  company 
and  to  the  community,  the  Board  is  of  the  opinion  that  the  valu- 
ation found  by  it  in  its  report  of  July  17,  191 8,  should  be  taken, 
increased  by  additions  down  to  date,  as  a  basis  for  rates.  The 
value  of  fixed  capital  as  of  April  i,  191 8,  is  $80,824  and  addi- 
tions to  January  i,  1920,  increase  this  amount  to  $82,296.  Add- 
ing working  capital  of  $2,430  as  claimed  by  the  company  in  its 
Exhibit  P-2  gives  a  total  of  $84,726,  which  may  be  taken  as  a 
round  figure  of  $85,000  for  the  purposes  of  this  report. 

RATE  OF  RETURN. 

The  company  asks  that  a  rate  of  return  of  10  per  cent,  be  al- 
lowed on  the  value  of  $139,250,  which  would  require  $13,925 
for  use  of  property  devoted  to  the  service  of  its  customers.  The 
Board  allows  6  per  cent,  on  the  value  as  found  by  it  above. 

ANNUAL  AMORTIZATION. 

Owing  to  the  fact  that  it  asked  an  increase  of  60  per  cent,  m 
its  capital  base  (which  is  substantially  the  same  property  as 
valued  by  the  Board  in  1918),  this  leads  the  company  to  ask  an 
increase  of  60  per  cent,  in  the  $1,000  allowed  by  the  Board  in 
said  report  resulting  in  a  charge  of  $1,600.  The  Board  will  take 
tbe  sum  of  $1,000  as  shown  in  its  former  report,  there  having 
been  no  substantial  addditions  to  the  physical  property  to  which 
this  charge' is  related. 

OPERATING  EXPENSES  AND  TAXES. 

The  company's  witness  with  respect  to  operating  expenses  has 
made  his  estimate  of  operating  expenses  for  the  ensuing  year 
along  logical  lines  except  with  respect  to  gas  oil.    He  bases  his 
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use  of  gas  oil  for  the  toming  year  on  the  use  which  has  taken 
place  during  the  year  1919.  In  1919  the  calorific  standard  re- 
quired a  gas  of  an  average  heating  value  of  600  B,  t  u.  The 
company  is  now  operating  under  a  revised  standard  requiring  a 
minimum  of  525  B.  t.  u.  The  Board  makes  an  adjustment  in 
the  cost  of  gas  oil  for  the  decreased  amount  of  oil  to  be  used  less 
a  slight  increase  in  the  generator  fuel.  A  table  has  been  prepared 
showing  the  company's  estimated  revenue  asked  for  in  Exhibit 
P-2  and  the  revenue  found  by  the  Board  as  necessary  and  con- 
sistent with  the  conclusions  above  set  forth.  The  result  will  be 
shown  in  Table  I,  which  follows: 


TABLE  I. 

SHOWING  THE  ANNUAL  REVENUE  ESTIMATED  BY  PETITIONER  JfO  BE  NECESSARY  Tf 
PROVIDE  A  RETURN  OF  lO  PER  CENT.  ON  A  BASE  OF  $139,750.  AND  REVENUr 
ESTIMATED  BY  BOARD  AS  NECESSARY  TO  PROVIDE  6  PER  CENT.  ON  $85,OOC 
(525  B.  T.  U.  gas). 

Revenue  Revenue  Allowed. 

Asked  Revenue  Per  M. 

Bx.  P-2.  Amount.  Cu.  Ft 

Production  Expense  as  estimated, $19,206  $18,406  $14567 

Holder  to  Burner  Costs,  excluding  amorti- 
zation,             3.630  3,630  0.2873 

Amortization,   1,600  1,000  0.0791 

Uncollectible  Bills 130  130  0.0103 

Taxes,  1,300  970  0.0768 

Revenue  Deductions $25,866  $24,136  $1.9102 

Returnon  $139,250  at  10%,  13,925        

Return  on  $85,000  at  6%, S.ioo  0.4036 

Total  Revenue  Required, $39,79i  $29,236  $2.3138 

Less  Miscellaneous  Revenue,  200  200  0.0158 

Revenue  from  Sales  of  Gas, $39,59i  $29,036  $2.2980 

Gas  to  be  Made,  M.  cu.  ft., 14,530  I4,530 

Gas  to  be  Sold,  M.  cu.  ft., 12,570  12,635 

The  consumption  of  gas  upon  which  production  expenses  in 
Table  I  are  set  forth  is  based  on  an  estimated  increase  of  10  per 
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cent  in  the  sales  of  gas  for  1919.  In  the  company's  set-up  65,000 
cubic  feet  of  gas  are  estimated  to  be  furnished  free  to  the 
municipality.  In  determining  just  and  equitable  rates  to  be 
charged  to  all  customers,  however,  the  Board  must  assume  that 
the  equitable  rate  for  this  gas  furnished  the  municipality  is  the 
same  as  that  paid  by  other  customers  who  use  this  conmiodity  in 
the  same  manner  and  will  therefore  include  the  65,000  cubic  feet 
in  the  revenue-producing  gas.  The  company's  estimate  for  the 
gas  sales  is  12,570  M.  cubic  feet,  whereas  the  Board's  estimate 
is  12,635  M.  cubic  feet,  In  Table  I  the  taxes  dependent  upon 
the  amount  of  revenue  collected  are  decreased  to  correspond  to 
the  smaller  amount  of  revenue  required  under  the  Board's  deter- 
mination in  Table  I.  The  average  rate  required  per  M.  cubic 
feet  sold  shown  in  Table  I  is  $2.2981  which  will  be  taken  as 
$2.30  net.  .        / 

The  Board  therefore  finds  and  determines  : 

1.  That  the  petition  should  be  and  is  hereby  dismissed. 

2.  That  the  company  may  file,  effective  for  gas  consumed  be- 
tween the  usual  meter  readings  in  November  and  in  December, 
1920  (commonly  known  as  the  December  sales),  the  following 
schedule  of  rates : 

$2.30  net  per  thousand  cubic  feet  of  gas  sold,  subject,  never- 
theless, to  the  following  conditions : 

3.  Acceptance  by  the  company  of  the  increase  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  emergency  increase  in  rates  may  be  made  as  and  if  conditions 
as  indicated  by  operating  results  both  as  to  revenue  and  the  char- 
acter of  service  rendered  warrant. 

4.  Beginning  at  the  effective  date  of  the  rates  herein  allowed, 
the  company  shall  render  to  the  Bbard  monthly  reports.  These 
reports  are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Non-Operating  Income,  Income 
Deductions  and  balance  available  for  General  Amortization,  Divi- 
dends and  Surplus,  and  also  the  amount  appropriated  for  Gen- 
eral Amortization,  together  with  a  comparison  with  the  figures 
for  the  corresponding  period  of  the  preceding  year.    This  state- 
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ment  may  preferably  follow  the  form  shown  in  the  annual  report 
for  gas  utilities  (page  21,  income  statement;  22,  lines  i  to  11, 
operating  revenues;  26,  lines  27  to  37,  with  amount  appro- 
priated for  amortization,  account  495,  stated  separately  under 
VI).  And  the  Board  will  retain  jurisdiction  of  the  emergency 
increase  as  herein  approved  for  the  purpose  of  modifying  the 
same  as  and  if  the  conditions  change. 
Dated  December  2,  1920. 


No.  870. 

In  the  Matter  o]P  the  Application  of  the  Cumberland 
County  Gas  Company  for  Further  Increase  in  Rates. 

I.  An  increase  of  10  cents  per  thousand  cubic  feet  is  allowed  a  gas  com- 
pany which  will  result  in  a  return  to  the  company  of  approximately  six  per 
cent   on   the   capital    devoted  to   public   use. 

Lewis  Starr,  for  the  Petitioner. 

The  petition  briefly  alleges : 

That  in  its  report  dated  August  4,  1920,  the  Board 
provided  a  rate  for  the  first  block  of  gas  at  $2  per 
thousand  cubic  feet  which  was  based  on  an  estimate  of 
anp'^l  corporate  expenses  of  $326,720  or  $2,115  pev 
thousand  cubic  feet  in  which  gross  corporate  expense 
was  deducted  for  change  in  B.  t.  u.  standard  of  $23,120 
or  $0.15  per  thousand  cubic  feet  and  in  the  estimated 
gross  corporate  expense  the  Board  did  not  include  any 
dividend  on  stock  issue  or  any  return  on  the  petitioner's 
capital  used  and  useful  in  excess  of  actual  interest  at 
6  per  cent,  on  outstanding  indebtedness ; 

That  the  company  is  receiving  applications  con- 
tinually for  extensions  to  mains  and  services  and  the 
revenue  of  the  petitioner  might  be  materially  increased 
if  the  new  business  thus  offered  could  be  taken  on,  but 
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petitioner  is  without  funds  to  make  the  extensions  and 
improvements  and  cannot  borrow  money  for  such  pur- 
poses because  of  the  fact  that  the  new  rate  is  insuffi- 
cient to  bring  any  return  upon  the  stock  issued. 

The  petitioner  asks  permission  to  increase  the  exist- 
ing rates  filed  under  the  Board's  report  above  referred 
to  by  a  uniform  addition  thereto  of  lo  cents  per  thou- 
sand cubic  feet  to  each  block. 
The  question  for  decision  is  not  whether  the  schedule  of  in- 
creased rates  previously  allowed  would  result  in  such  an  increase 
in  net  revenue  as  would  permit  the  payment  of  8  per  cent,  divi- 
dends on  the  capital  stock  of  the  company  after  paying  fixed 
charges,  but  are  existing  rates  insufficient  in  not  allowing  a  rea- 
sonable return  on  the  fair  value  of  the  property  of  the  company 
devoted  to  public  use  ? 

In  its  report  the  Board  estimated  that  the  annual  sales  for  the 
ensuing  year  would  aggregate  154,500  M.  cubic  feet. 

Attached  to  the  petition  of  the  company  upon  which  the  Board's 
report  of  August  4,  1920,  was  issued  was  a  balance  sheet  for  the 
year  ending  December  31,  1919.  The  fixed  capital  for  the  year 
1 91 9  was  based  on  an  inventory  and  appraisal  submitted  to  the 
Board  several  years  since  and  proved  by  one  of  the  engineers 
who  assisted  in  its  preparation,  brought  down  to  that  date  by 
additions  made  subsequent  to  the  date  of  said  inventory  and 
appraisal.  As  of  December  31,  19 19,  the  fixed  capital  as  shown 
in  said  balance  sheet  aggregated  $939,955.  Against  this  amount 
the  company  showed  accrued  amortization  of  capital  in  the 
amount  of  $191,537,  which  would  make  the  present  book  value  of 
the  property  $748,418  as  of  December  31,  19 19.  The  materials 
and  supplies,  cash  and  consumers*  accounts  receivable  at  the  same 
date  amount  to  approximately  $20,000  against  which  ordinarily 
certain  accounts  payable  due  on  said  supplies  should  be  deducted. 
If  $10,000  be  taken  as  a  fair  amount  of  working  capital  for  this 
company,  the  total  value  upon  which  the  rate  should  be  computed 
is  $758,418,  which  may  be  taken  in  round  figures  as  $760,000. 
Assuming  6  per  cent,  as  a  fair -rate  of  return  upon  this  amount 
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leads  to  an  annual  return  of  $45,600.  In  the  Board's  report  for 
use  of  capital  the  sum  of  $32,500  has  been  taken,  this  being  the 
amount  of  interest  on  funded  and  other  debts.  The  difference 
between  these  two  amounts  is  $13,100.  The  allowance  of  the 
increased  rate  sought  will  result  in  a  return  to  the  company  of 
approximately  6  per  cent,  on  its  capital  devoted  to  the  public  use. 

The  Board  will  therefore  permit  the  increase  of  10  cents  per 
thousand  cubic  feet  to  be  added  to  the  schedule  of  rates  set  forth 
in  its  report  of  August  4,  1920. 

This  rate  may  become  effective  for  gas  consumed  between  the 
usual  meter  readings  in  November  and  in  December,  1920  (com- 
monly known  as  the  December  sales),  subject,  nevertheless,  to 
the  provisions  contained  in  the  Board's  report  of  August  4,  1920. 

Dated  December  2,  1920. 

Commissioner  Wright  dissents. 


No.  871. 

In  the  Matter  of  the  Application  of  the  Delaware  and 
Atlantic  Telegraph  and  Telephone  Company  for 
Authority  to  File  a  Schedule  of  Rates  to  be 
Effective  upon  the  Return  of  the  Petitioner's  Tele- 
phone System  to  it  by  the  United  States  Government. 

i:  The  proposed  rates  are  not  unreasonable  from  the  standpoint  of  earn- 
ings on  the  property,  but  the  question  whether  they  do  not  exceed  the  value 
of  the  service  must  be  considered. 

2.  While  the  service  connection  charge  is  apparently  the  cause  of  a  great 
deal  of  criticism ;  nevertheless,  at  the  present  time  there  seems  to  be  no 
other  way  of  obtaining  the  revenue  unless  the  exchange  rates  are  made  higher 
than  the  Board  feels  justified  in  permitting.  It  is  desirable  to  approve  the 
continuance  of  these  charges  as  part  of  the  schedule  of  rates  for  the  present. 

3.  The  continuance  of  toll  charges  introduced  by  the  Postmaster  General 
should  be  approved. 

4.  While  a  plan  to  establish  toll  charges  between  certain  exchange  districts, 
where  at  present  free  service  is  furnished  is  desirable  from  the  standpoint 
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of  uniformity,  the  subject  matter  is  one  which  would  require  a  more  com- 
prehensive study  to  determine  whether  the  exchange  areas  are  fairly  laid  out 
to  meet  the  needs  of  the  subscribers  and  whether  the  imposition  of  a  toll 
charge  would  not  unduly  burden  the  subscribers.  If,  in  the  absence  of  such 
study,  the  subscribers  were  unduly  burdened  a  substantial  curtailment  in 
use  might  result ;  and  inasmuch  as  the  amount  involved  is  so  small  it  does  not 
seem  to  the  Board  to  be  desirable  to  permit  the  charge  to  be  made  at  this 
time. 

5.  It  is  apparent  the  proposed  rates  for  private  branch  exchange  would 
place  the  burden  of  furnishing  more  revenue  to  the  company  too  heavily 
on  a  particular  class  of  subscriber  entirely  out  of  proportion  to  the  burden 
of  increase  proposed  for  other  classes  of  subscribers,  nor  would  the  Board 
be  justified  in  such  action  in  the  absence  of  any  definite  data  that  the  proposed 
rates  are  based  on  the  expenses  to  the  company  of  furnishing  such  private 
branch  exchange  service. 

6.  It  does  not  seem  reasonable  to  allow  increases  in  rates  which  the  com- 
pany admits  are  as  high  as  are  commercially  possible,  without  a  fuller  dis- 
closure of  the  situation  of  the  company ;  including  a  showing  on  its  part  that 
the  heavy  investment  for  plant  in  the  territory  is  justified  and  that  reduction 
in  operating  expenses  cannot  be  made. 

7.  In  the  absence  of  sufficient  information,  the  Board  is  unwilling  to 
approve  the  consolidation  of  the  properties  of  the  New  York  Telephone 
Company  and  those  of  the  petitioner. 

8.  The  petition  is  dismissed  with  permission  given  subject  to  certain  con- 
ditions stated  to  file  a  schedule  of  rates  for  all  classes  of  service  equivalent 
to  those  permitted  to  be  continued  in  effect  by  the  Board  in  its  report  upon 
the  application  of  the  New  York  Telephone  Company  for  authority  to  file 
a  schedule  of  rates  to  be  effective  upon  the  return  of  that  company's  telephone 
system   to   it  by  the   United   States   Government. 

/.  L,  Szvay::e  and  Frcmkland  Briggs,  for  the  Petitioner. 

Frank  H.  Sommer  and  Charles  S,  Moore,  for  the  Atlantic  City 
Hotel  Men's  Association  and  Atlantic  City  Chamber  of  Com- 
merce. 

Andrew  C.  Boswell,  for  City  of  Ocean  City,  Board  of  Trade  of 
Ocean  City  and  Chamber  of  Commerce  of  Cape  May  Cotmty. 

Lewis  T.  Stevens,  for  City  of  Cape  May. 

L.  H,  Miller,  for  the  City  of  Millville. 

S.  W.  Hurd,  for  the  Borough  of  Vineland. 
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Walter  H.  Bacon,  Jr,,  for  the  City  of  Bridgeton  and  Chamber 
of  Commerce  of  the  City  of  Bridgeton. 

Louis  H.  Meyers,  for  Bridgeton  Merchants. 

C,  R,  Ruhlman,  for  the  Borough  of  Pennington. 

Simultaneously  with  the  filing  of  the  petition  by  the  New  York 
Telephone  Company  for  approval  of  rates,  there  was  filed  with 
the  Board  by  the  Delaware  and  Atlantic  Telegraph  and  Telephone 
Company  a  petition  in  which  a  schedule  of  rates  was  sought  to 
be  approved  both  for  toll  and  exchange  service  as  follows : 

a.  Service  Connection  Charges: 

These  charges  were  established  by  the  Postmaster 
General  on  September  i,  1918,  and  have  continued  with 
certain  modifications  in  effect  from  that  date.  The 
company  now  petitions  to  be  allowed  to  make  them 
permanent. 

b.  Changes  in  Toll  Charges : 

1.  General  increases  in  toll  charges  were  established 
by  the  Postmaster  General  on  January  21,  1919,  and 
have  continued  in  effect  from  that  date.    The  company 

^  now  petitions  to  be  allowed  to  make  these  permanent. 

2.  Local  toll  charges  between  points  in  certain  ex- 
change districts  in  which  free  service  is  now  given,  are 
now  proposed  by  the  company. 

c.  Changes  in  Exchange  Service : 

The  Postmaster  General  on  May  i,  19 19,  increased 
all  exchange  service  rates  by  20  per  cent.    The  company 
now  proposes  to  increase  most  of  these  rates  by  an 
amount  which  in  some  cases  is  an  additional  20  per 
cent,  of  the  annual  charge  over  the  Postmaster  General's 
rates  in  this  territory. 
The  history  of  the  rates  of  this  company,  so  far  as  related  to 
the  period  of  government  control,  generally  follow  the  history 
of  the  rates  set  forth  in  the  report  issued  simultaneously  here- 
with "In  the  Matter  of  the  Application  of  the  New  York  Tele- 
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phone  Company  for  Authority  to  File  a  Scheduk  of  Rates  to  be 
Effective  Upon  the  Return  of  the  Petitioner's  Telephone  System 
to  it  by  the  United  States  Government."  The  various  increases 
imposed  by  the  Postmaster  General  and  which  affected  the  New 
York  Telephone  Company  similarly  affected  the  Delaware  and 
Atlantic  Telegraph  and  Telephone  Company,  excepting  that  im- 
posed on  May  i,  191 9,  wherein  the  Postmaster  General  put  into 
effect  certain  increases  and  revisions  of  the  rates  for  exchange 
service.  The  effect  of  these  revised  rates  in  the  .case  of  the  Dela- 
ware and  Atlantic  Telegraph  and  Telephone  Company  was  quite 
extensive,  causing  increases  in  the  existing  schedules  of  rates  for 
exchange  service  of  20  per  cent. 

The  question  of  the  fair  value  of  the  property  of  the  Delaware 
and  Atlantic  Telegraph  and  Telephone  Company,  as  well  as  the 
rate  of  return  thereon,  has  been  the  subject  of  extensive  investi- 
gation by  this  Board  heretofore.  Inasmuch  as  it  was  found  in 
each  proceeding  that  under  any  reasonable  determination  as  to 
fair  value  that  might  be  ascertained,  the  then  existing  schedule  of 
rates  would  not  produce  an  excessive  rate  of  return,  no  definite 
amount  has  ever  been  actually  determined  by  the  Board  as  being, 
in  its  judgment,  the  fair  value  of  the  property.  In  its  report 
dated  January  7,  1918,  while  the  Board  did  not  express  a  definite 
opinion  as  to  the  fair  value  of  the  property,  it  did  state  that,  in 
its  opinion,  the  fair  value  should  be  considered  from  the  stand- 
point of  three  bases :  first,  on  the  basis  (a)  as  to  cost  to  reproduce 
the  property  new  as  of  August  31,  1911,  without  any  allowance 
for  depreciation,  which  amounted  at  that  time  to  $5,959,460; 
(b)  on  the  cost  to  reproduce  new  less  the  actual  physical  depre- 
ciation existing  in  the  plant,  which  was  then  estimated  at<io 
per  cent.,  or  a  total  of  $5,409,460;  (c)  the  cost  to  reproduce  new 
less  the  estimated  total  depreciation  of  25  per  cent.,  which  in- 
cluded such  items  as  obsolescence,  inadequacy,  etc.,  or  a  total  of 
$4,540,173.  The  net  additions  to  plant  from  August  31,  191 1, 
to  December  31,  191 8,  as  shown  by  the  books  of  the  ccmipany, 
together  with  estimates  of  certain  general  executive  costs  and 
interest  during  construction,  create  estimates  of  the  fair  value 
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of  the  prcq)erty  as  of  December  31,  1918,  ranging  from  about 
$9,400,000  to  $10,400,000.  A  knowledge  of  the  exact  fair  value 
of  the  property  is  not  of  controlling  importance.  It  is  claimed 
by  the  company,  and  is  imconverted,  that  even  on  the  lowest  fore- 
going estimate  of  fair  value  the  rates  proposed  will  not  produce 
a  return  of  8  per  cent.  Moreover,  it  would  be  particularly  unde- 
sirable to  determine  in  this  proceeding  at  this  time  the  fair  value 
of  the  property  of  the  company,  because  of  the  disclosure  of  the 
expenditure  of  so  stupendous  an  amount  in  addition  to  this 
property  while  admittedly  stag^ring  under  rates  which  presum- 
ably are  as  high  as  can  be  imposed  or  collected.  The  amotmt  of 
money  approximates  a  simi  nearly  equal  to  the  total  capital  in- 
vestment in  191 1. 

The  query  immediately  arises  as  to  whether  so  large  an  in- 
vestment was  honestly  and  prudently  made  and  also  whether  it 
was  made  exclusively  for  the  use  of  the  subscribers  in  the  terri- 
tory operated  by  the  company  in  this  State,  or  whether  it  was 
made  for  service  with  foreign^  territory.  Particularly  would  it 
not  be  justified  in  this  proceeding  without  a  complete  disclosure 
of  the  facts.  The  company  might  reasonably  have  anticipated  an 
inquiry  into  this  phase  of  the  matter  and  yet  made  no  attempt  to 
justify  the  expenditures  made  and  so  incommensurate  with  the 
revenue  admittedly  expected  to  be  derived. 

The  company  presented  estimates  of  the  revenues  and  expenses 
of  operation  of  the  company  for  the  year  1919  (using  seven 
months'  actual  figures  and  the  remainder  of  the  year  estimated), 
on  the  basis,  first,  of  the  rates  in  effect  July  31,  191 8,  prior  to 
government  control,  and,  second,  on  the  basis  of  the  company's 
proposed  rates.  These  estimates  have  been  carefully  checked. 
On  the  basis  of  the  rates  in  effect  July  31,  191 8,  the  adjusted  net 
revenues  show  a  deficiency  of  $242,117,  whereas  on  the  basis 
of  the  proposed  rates,  the  adjusted  net  revenue  aggregates 
$305,083.  The  latter  net  revenue  derived  from  the  proposed 
rates  would  yield  not  more  than  3  per  cent,  on  the  average  fair 
value  of  the  property  claimed  by  the  company. 
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It  is  obvious,  therefore,  that  the  proposed  rates  are  not  unrea- 
sonable from  the  standpoint  of  earnings  on  the  property,  but  the 
question  whether  they  do  not  exceed  the  value  of  the  service 
must  be  considered.  In  the  course  of  the  hearings  it  was  freely 
admitted  by  the  officials  of  the  company  that  the  proposed  rates 
were  as  high  as  they  believed  to  be  commercially  practicable. 
Some  of  the  witnesses  for  the  company  intimated  that  they  were 
higher  than  would  be  commercially  practicable,  and  that  there 
was  danger  that  many  subscribers  would  discontinue  the  service, 
thereby  causing  a  decrease  in  the  gross  revenue  expected  to  be 
obtained. 

It  therefore  becomes  necessary  to  consider  each  of  the  charges 
proposed  by  the  company. 

Service  Connection  Charges: 

The  schedule  of  service  connection  charges  and  of  charges  for 
moving  telephone  facilities  at  the  subscribers'  request  from  one 
location  to  another  on  the  premises,  which  was  introduced  by  the 
Postmaster  General,  and  which  flie  company  desires  to  continue, 
is  the  same  as  that  established  by  the  Postmaster  General 
throughout  the  country  generally.  The  company's  estimate  indi- 
cated that  the  expense  of  connecting  and  of  moving  telephones 
is  greater  than  the  revenue  received  therefor.  While  the  service 
connection  charge  is  apparently  the  cause  of  a  great  deal  of 
criticism,  nevertheless,  at  the  present  time  there  seems  to  be  no 
other  way  of  obtaining  the  revenue  unless  the  exchange  rates  are 
made  higher  than  the  Board  feels  justified  in  permitting,  and  in 
our  opinion  it  is  desirable  to  approve  the  continuance  of  these 
charges  as  a  part  of  the  schedule  of  rates  for  the  present. 

Changes  in  Toll  Charges: 

(a)  Schedules  of  the  Postmaster  General, 

The  permanent  schedule  of  toll  charges  for  which  the  com- 
pany now  asks  approval  to  continue  is  the  schedule  introduced  by 
the  Postmaster  General  on  January  21,  191 9,  and  in  effect  since 
that  date.  Prior  to  January  21,  19 19,  the  toll  charges  which 
were  in  effect  in  the  territory  of  the  Delaware  and  Atlantic  Tele- 
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graph  and  Telephone  Company,  were  different  from  the  schedules 
of  the  New  York  Telephone  Company  in  northern  New  Jersey, 
and  in  general  were  in  excess  of  these  toll  charges.  The  increased 
revenue  resulting  per  annum  is  estimated  by  the  company  to 
equal  approximately  $80,000.  In  our  opinion  the  continuance  of 
the  toll  charges  introduced  by  the  Postmaster  General  should 
be  approved. 

(b)  Proposed  Toll  Rates  for  Certain  Central  OUices  Nozv  on 
Local  Service  Basis, 

In  addition  to  the  Postmaster  General's  schedule  of  toll  rates 
which  will  apply  in  all  parts  of  the  territory  between  points  now 
on  a  standard  toll  basis,  the  company  desires  to  establish  toll 
charges  between  certain  exchange  districts  where  at  present  free 
service  is  furnished,  subject  to  the  local  exchange  tariffs  in  those 
districts.  Twenty-seven  such  changes  are  proposed,  the  dis^ 
tances  between  the  exchange  districts  involved  varying  from  4.3: 
miles  to  13.  i  miles,  and  the  proposed  charge  in  accordance  with 
the  standard  toll  schedule  varying,  therefore,  froin  5  cents  to  15 
cents.  In  theory,  we  believe  that  the  change  is  desirable  from 
the  standpoint  of  uniformity,  and  the  only  questions  which  may 
be  raised  is  whether  the  local  exchange  areas  are  fairly  laid  out 
to  meet  the  needs  of  the  subscribers  and  whether  the  imposition 
of  a  toll  charge  will  unduly  burden  them. 

The  company  made  an  elaborate  series  of  observations  on  the 
traffic  between  the  exchanges  involved.  Its  estimate  of  the  reve- 
nue which  will  be  gained  from  all  the  exchanges  involved  in  this 
change  amounts  to  $6,881  per  annum.  The  method  of  message 
counts  which  the  company  used  is  fair,  and  we  believe  can  be 
relied  upon,  in  general,  to  show  the  average  conditions  of  traffic 
in  the  exchanges.  The  results,  however,  are  widely  different  in 
individual  cases,  varying  from  exchanges  where  none  of  the  sub- 
scribers made  any  calls  to  associated  exchanges  on  the  one  hand, 
and  others  where  a  large  proportion  of  the  subscribers  called 
neighboring  exchanges  frequently. 

The  plan  was  seriously  objected  to  by  the  subscribers  in  the 
Bridgeton-Cedarville  area.    As  we  have  said,  while  in  theory,  we 
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believe  that  the  change  is  desirable  from  the  standpoint  of  uni- 
formity, the  subject  matter  is  one  which  would  require  a  more 
comprehensive  study  to  determine  whether  the  exchange  areas 
are  fairly  laid  out  to  meet  the  needs  of  the  subscribers  and 
whether  the  imposition  of  a  toll  charge  would  not  unduly  burden 
the  subscribers.  If,  in  the  absence  of  such  a  study,  the  sub- 
scribers were  unduly  burdened,  a  substantial  curtailment  in  use 
might  result,  and  inasmuch  as  the  amotmt  involved  is  so  small, 
it  does  not  seem  to  the  Board  to  be  desirable  to  permit  the 
change  to  be  made  at  this  time. 

Proposed  Changes  in  Rates  for  Exchange  Service: 

The  company  proposes  to  increase  very  substantially  nearly 
all  of  the  existing  rates  for  local  exchange  service.  The  existing 
rates  are  those  established  by  the  Postmaster  General  in  May, 
19 1 9,  and  were  an  increase  of  20  per  cent,  over  the  then  existing 
rates.  The  proposed  rates  therefore  comprise  a  very  great  in- 
crease over  the  schedule  in  effect  prior  to  July  31,  19 18.  The 
increases  proposed  are  nearly  all  in  the  schedules  for  flat-rate 
service  although  there  are  some  revisions  in  the  message  rate 
schedules  due  to  the  elimination  of  one-party  business  measured- 
rate  service  in  Trenton,  Camden,  Atlantic  City  and  PhilHpsburg. 
There  are  also  radical  increases  in  the  rates  proposed  for  private 
branch  exchange  service,  most  of  which  is  now  on  flat-rates 
except  in  Atlantic  City,  where  there  are  a  number  of  private 
branch  exchanges  on  message  rates. 

The  company  estimates  that  the  proposed  increase  in  rates 
will  produce  an  increase  in  the  annual  revenue  of  $452,000  over 
the  revenue  produced  from  the  rates  in  effect  prior  to  govern- 
ment control.  The  company  has  not  submitted,  however,  data 
to  show  what  revenue  the  existing  Postmaster  General's  rates 
produce  compared  with  the  rates  previously  in  effect. 

(a)  Proposed  Changes  in  Message-Rate  Schedule. 

The  development  of  the  message-rate  telephone  service  has 
been  very  slow  throughout  the  territory  of  the  Delaware  and 
Atlantic  Telegraph  and  Telephone  Company.  It  should  rather 
be  expected  that  in  all  the  larger  towns  the  telephone  service 
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wotdd  be  on  the  measured-service  basis.  We  believe  that  it 
would,  be  a  mistake  to  curtail  the  message-rate  service  as  a 
schedule  based  on  measured  service  is  the  most  logical  method  of 
paying  for  telephone  service. 

(b)  Proposed  Changes  in  Rates  for  Private  Branch  Exchange 
Service. 

The  changes  which  are  proposed  in  tfie  schedules  of  rates  for 
private  branch  exchange  service  are  extremely  radical  and  will 
cause  an  increase  in  general  of  from  50  to  100  per  cent,  in  the 
annual  rentals  which  private  branch  exchange  subscribers  have 
to  pay.  The  changes  proposed  show  the  ftuidamental  difference 
to  be  the  establishment  of  a  graded  scale  of  charges  for  switch- 
boards, the  amount  of  this  charge  depending  on  the  size  of  the 
Board.  The  present  rate  for  a  switchboard  is  as  low  as  $28.80 
per  annum  under  the  Postmaster  General's  schedule,  and  is  inde- 
pendent of  the  size  of  the  switchboard.  Under  the  proposed 
arrangement,  there  is  at  least  one  subscriber  in  Atlantic  City  who 
will  have  to  pay  $1,800  per  annum  instead  of  $28.80  per  annum 
for  the  switchboard,  and  there  are  quite  a  number  of  subscribers 
who  will  find  their  annual  bills  increased  from  $100  to  $500  on 
account  of  the  proposed  change  in  switchboard  rentals. 

Another  important  change  in  the  flat-rate  schedule  .proposed 
for  private  branch  exchange  service  is  a  charge  for  each  trunk 
line  of  one  and  one-half  times  the  individual  line  flat-rate  for 
the  particular  locality.  At  present  the  subscriber  is  paying  the 
individual  line  flat-rate  for  his  first  trunk  circuit,  and  for  tiie 
second  and  succeeding  trunks  he  pays  the  "auxiliary  line  and 
station"  flat-rate.  The  application  of  the  proposed  change  will 
result  in  an  increase  of  nearly  100  per  cent  in  the  chaise  for 
trunk  lines  on  account  of  the  fact  that  the  '^individual  line"  flat- 
rates  in  nearly  all  localities  are  greatly  increased  in  the  com- 
pany's proposed  schedules  (as  will  be  discussed  later). 

One  other  important  change  also  is  proposed  for  the  flat-rate 
schedules  for  private  branch  exchange  service,  namely,  the  charge 
for  additional  stations  is  increased  from  $7.20  per  annum  under 
the  Postmaster  General's  schedules  to  $9  per  aimum. 
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The  cumulative  effect  of  all  these  proposed  changes  is  strik- 
ingly seen  by  a  comparison  of  the  revenue  obtained  un^er  the 
rates  in  effect  July  31,  191 8,  and  the  revenue  which  would  be 
obtained  under  the  proposed  schedules.  From  thirty-nine  flat- 
rate  private  branch  exchanges  at  Atlantic  City,  the  revenue 
under  the  old  rates  was  $9,660  per  annum.  Under  the  proposed 
schedules  these  same  subscribers  would  pay  $20,076  per  annum, 
according  to  a  company  estimate.  At  Camden,  where  there  are 
sixty-four  flat-rate  private  branch  exchanges,  the  revenue  ob- 
tained from  the  old  rates  was  $21,878  per  annum,  and  under  the 
proposed  rates  the  revenue  would  amount  to  $51,795.  At  Tren- 
ton, from  one  hundred  and  fourteen  flat-rate  private  branch  ex- 
changes, the  revenue  under  the  old  rates  amounted  to  $36,000 
per  annum  and  under  the  proposed  rates  would  equal  $78,456. 

The  proposed  tariff  for  measured-rate  private  branch  ex- 
changes was  the  subject  of  considerable  criticism  at  the  hearing, 
particularly  by  the  Atlantic  City  Hotel  Men's  Association,  be- 
cause this  tariff  is  in  excess  of  the  existing  rates  for  the  territory 
of  the  New  York  Telephone  Company,  and  which  the  New  York 
Telephone  Company  has  sought  to  have  continued.  Apart  from 
the  relative  costs  of  service  after  the  installation  of  private 
branch  ^changes,  the  annual  rental  for  the  equipment  itself 
under  the  proposed  rates  will  exceed  the  annual  rental  for  similar 
equipment  under  the  New  York  Telephone  Company's  tariffs. 
The  difference  which  would  exist  was  developed  by  the  Atlantic 
City  Hotel  Men's  Association.  A  comparison  made  of  annual 
rental  charges  for  a  hotel  with  four  hundred  stations  under  the 
rates  for  the  New  York  Telephone  Company  and  under  the  rates 
proposed  showed  that  a  hotal  in  Atlantic  City  would  pay  an 
annual  rental  of  $2,994,  while  a  hotel  in  the  territory  of  the  New 
York  Telephone  Company  would  pay  an  annual  rental  of  $2,028, 
a  difference  of  $966  per  year  for  the  same  equipment.  Because 
of  the  fact  that  no  detailed  schedules  for  the  proposed  rates  for 
the  Delaware  and  Atlantic  Telegraph  and  Telephone  Company 
for  multiple  private  branch  exchanges  were  filed  by  the  com- 
pany, it  was  necessary  to  build  up  this  comparison  somewhat 
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arbitrarily,  but  the  accuracy  of  the  facts  which  the  exhibit  of- 
fered by  the  Atlantic  City  Hotel  Men's  Association  purported 
to  show  was  not  questioned  by  the  company,  and  it  is  evident 
that  the  difference  between  the  schedules  will  be  considerable. 

The  proposed  schedule  of  rates  for  multiple  private  branch 
exchanges  calls  for  an  "installation  charge,  an  annual  charge,  or 
both."  The  general  basis  of  the  proposed  tariff  is  first  ah  "in- 
stallation charge*'  to  cover  the  cost  of  non-recoverable  material 
and  the  excess  cost  of  labor  of  installation  (as  compared  with  the 
cost  of  installation  in  the  case  of  a  non-multiple  type  switch- 
board), and,  second,  an  "annual  charge"  based  on  the  investment 
in  recoverable  material  and  the  cost  of  the  entire  investment. 

The  present  schedule  of  rates  for  private  branch  exchanges 
imposes  an  annual  rental  for  switchboards  which  is  independent 
of  the  size  of  the  board,  and  the  proposed  charge,  therefore, 
causes  very  considerable  increases  in  the  annual  charges  where 
multiple  type  switchboards  are  involved. 

It  does  not  seem  necessary  to  discuss  the  merits  of  the  proposed 
schedule  in  detail,  because  it  is  apparent  that  the  proposed  rates 
would  place  the  burden  of  furnishing  more  revenue  to  the  com- 
pany too  heavily  on  a  particular  class  of  subscribers  entirely  out 
of  proportion  to  the  burden  of  increase  proposed  for  other  classes 
of  subscribers,  nor  would  the  Board  be  justified  in  such  action 
in  the  absence  of  any  definite  data  that  the  proposed  rates  are 
based  on  the  expenses  to  the  company  of  furnishing  such  private 
branch  exchange  service.  The  company  admits  that  the  schedules 
are  arbitrary  and  are  purposely  designed  as  high  as  it  believes 
commercially  possible  in  order  to  secure  all  the  additional  revenue 
obtainable.  The  proposed  rates  are  in  excess  of  the  rates  for 
private  branch  exchange  service  of  the  New  York  Telephone 
Company,  operating  in  northern  New  Jersey,  and  no  reason  has 
been  assigned  to  indicate  the  necessity  for  the  considerable  differ- 
ence in  rates. 

(c)  Proposed  Ch<inges  in  Flat  Rate  Service, 

Throughout  the  whole  territory  of  the  Delaware  and  Atlantic 
Telegraph  and  Telephone  Company  flat  rate  exchange  service  is 
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very  generally  furnished.  Much  of  this  territory  is  sparsdy 
settled  and  in  general  has  poor  telephone  devdojMiient  The  com- 
pany estimates  that  the  proposed  rates  will  produce  an  annual 
revenue  from  the  flat  rate  exchange  service  of  $337,000  per 
annum  in  excess  of  the  revenue  obtained  under  the  rates  prior  to 
government  control.  The  tariff  now  sought  to  be  approved 
increased  the  exchange  rate  in  most  exchange  districts  about  20 
per  cent,  above  the  rates  fixed  by  the  Postmaster  General  for  this 
territory.  Without  making  a  complete  analysis  of  the  proposed 
rate.s,  it  is  obvious  that  in  the  large  majority  of  the  exchange 
districts  the  increases  will  vary  from  33  per  cent,  to  80  per  cent 
over  the  rates  existing  prior  to  July  31,  .1918.  The  question 
immediately  arises  whether  the  rates  proposed  by  the  petitioner 
do  not  exceed  the  value  of  the  service  or  are  unfairly  discrimi- 
natory. The  value  of  the  service  is,  of  course,  not  a  thing  which 
can  be  definitely  fixed  by  mathematical  formula.  It  varies  acicord- 
ing  to  the  needs  of  the  subscribers.  If  a  set  of  rates,  however, 
are  in  general  so  high  that  numbers  of  subscribers  wotdd  be 
forced  to  discontinue  or  curtail  their  service  to  such  an  extent 
that  the  loss  in  revenue  exceeded  the  gains,  lliat  set  of  rates 
would  have  exceeded  the  value  of  the  service.  From  its  own 
testimony,  the  company  is  manifestly  endeavoring  to  impose  a  set 
of  rates  as  high  as  "commercially  possible."  A  test  of  these  rates 
with  the  rates  of  the  New  York  Telephone  Company,  operating 
in  the  northern  part  of  the  State,  becomes  pertinent. 

The  Delaware  and  Atlantic  Telegraph  and  Teleirfione  Company 
has  a  territory  which  is  of  much  larger  area  (approximatdy 
4,700  square  miles),  and  of  smaller  population  (approximately 
800,000  people)  than  the  New  York  Telephone  Company,  which 
has  an  area  of  approximately  2,300  square  miles  and  a  population 
of  perhaps  2,250,000  people.  The  sparse  region  makes  a  terri- 
tory more  difficult  to  deal  with  profitably  by  a  telephone  company. 
In  many  instances  the  schedule  of  exchange  rates  is  materially 
higher  than  the  Postmaster  General's  rates  now  in  effect  and  also 
materially  higher  than  the  rates  in  corresponding  exchanges  now 
in  effect  in  northern  New  Jersey.     Industry  should  not  be  re- 
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quired  to  pay  more  for  telephone  service  than  corresponding  in- 
dustry in  other  parts  of  the  State,  nor  should  merchants  and 
citizens  of  the  cities  and  villages  in  the  territory  of  this  company 
be  required  to  pay  higher  rates  than  the  merchants  and  citizens 
of  the  cities  and  villages  of  similar  size  in  the  classification  in 
northern  New  Jersey.  It  does  not  seem  reasonable  to  allow  these 
increases  in  rates,  which  the  company  itself  admits  are  as  high  as 
are  commercially  possible,  at  least  without  a  fuller  disclosure  of 
the  situation  of  the  company,  including  a  showing  on  its  i>art  that 
the  heavy  investment  for  plant  in  this  territory  is  justified  and 
that  reduction  of  operating  expenses  cannot  be  made  in  this 
sparse  territory. 

Alternative  Proposed  of  Consolidation  of  Properties  and  Bstab- 
lishment  of  State-wide  Rates: 

As  the  proceedings  developed,  and  incidental  to  them,  the  com- 
pany proposed  a  consolidation  of  its  property  with  the  property 
of  the  New  York  Telephone  Company  by  the  creation  of  a  new 
corporation  which  would  take  over  the  properties  of  both  com- 
panies. The  New  York  Telephone  Company  owns  or  controls 
all  of  the  stock  of  the  Delaware  and  Atlantic  Telegraph  and 
Telephone  Company.  By  combining  the  properties  it  proposed 
the  establishment  of  a  State- wide  schedule  of  rates  applicable  uni- 
formly to  exchange  districts  of  the  same  general  characteristics. 

It  was  stressed  that  desirable  economies  in  operation  would 
consequently  result.  No  details,  however,  were  furnished  as  to 
by  what  means  these  economics  could  be  or  would  be  affected. 
It  is  fair  to  assume  that  savings  of  an  engineering  and  operating 
nature  might  be  affected.  There  is,  however,  an  economic  barrier 
to  the  operation  of  these  two  properties  as  one  because  of  the 
peculiar  location  of  the  State  of  New  Jersey  between  the  States 
of  New  York  and  Pennsylvania  and  the  immediate  adjacency  of 
New  York  City  to  the  northern  part  of  the  State  and  Philadelphia 
to  the  southern  part  of  the  State.  The  telephone  traffic  and 
communication  centers  almost  exclusively  around  these  two  large 
cities.  A  comparatively  small  percentage  of  traffic  exists  between 
the  New  York  Telephone  Company's  exchanges  (New  Jersey 
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Division)  and  the  exchanges  of  the  Delaware  and  Atlantic  Tele- 
graph and  Telephone  Company.  Where  the  tides  of  traffic  do 
exist  is  between  the  cities  such  as  the  larger  cities  of  northern 
Jersey  and  Trenton,  Atlantic  City  and  Lakewood.  Between  these 
points  the  instrumentality  of  the  American  Telephone  and  Tele- 
graph Company's  lines  is  used  because  of  the  traffic  agreements 
by  which  long  distance  toll  business  is  handled  by  the  American 
Telephone  and  Telegraph  Company  and  the  service  rendered  by 
the  individual  company  is  recompensed  in  accordance  with  the 
terms  of  these  traffic  agreements.  No  traffic  data  were  presented 
which  showed  any  intercommunication  between  the  exchanges  of 
the  New  York  Telephone  Company  and  the  exchanges  of  the 
Delaware  and  Atlantic  Telegraph  and  Telephone  Company,  al- 
though the  presentation  of  such  data  was  invited.  Perhaps  the 
most  necessary  element  to  be  considered  is  the  intercommunica- 
tion existing  between  the  two  companies  in  order  to  determine 
the  economic  necessity  for  the  consolidation  of  utility  properties. 
In  the  absence  of  sufficient  information  the  Board  is  unwilling  to 
approve  of  the  consolidation  of  these  properties  for  the  reasons 
stated.  While,  however,  in  thus  disposing  of  the  proposal  to 
merge  and  consolidate  the  properties,  we  are  impressed  with  the 
suggestion  of  the  petitioner  that  a  uniformity  in  rates  might  be 
established  for  exchange  districts  with  similar  characteristics  in 
the  territory  served  by  the  two  companies.  The  establishment  of 
the  proposed  schedules  would  countenance  discriminatory  rates  to 
the  disadvantage  of  the  residents  and  citizens  of  the  territory 
served  by  the  Delaware  and  Atlantic  Telegraph  and  Telephone 
Company. 

An  exhibit  was  offered  in  evidence  and  marked  Exhibit  F-25, 
which  purported  to  show  rates  which  might  be  imposed  in  south 
Jersey  and  comparable  with  rates  for  similar  exchange  districts 
in  north  Jersey.  The  development  of  such  a  schedule  of  rates 
would  tend  to  eliminate  the  discrimination  objected  to  during 
the  course  of  the  hearings  and  would  undoubtedly  tend  to  quiet 
the  large  amount  of  dissatisfaction  which  has  been  expressed 
with  respect  to  the  rates  originally  proposed  by  the  company. 


Digitized  by 


Google 


Board  of  Pubuc  Utility  Commissioners.  543 

Rates— Del.  &  Atl.  Tel.  &  Tel.  Co. 

This  is  true  with  respect  to  exchange  rates,  but  more  especially 
true  with  respect  to  private  branch  exchange  rates  for  the  sum- 
mer resorts  along  the  Atlantic  coast,  as  is  evidenced  by  the  testi- 
mony offered  on  behalf  of  the  Atlantic  City  Hotel  Men's  Asso- 
ciation. 

It  is  manifest  that  the  territory  served  by  the  petitioner  is  in 
the  developmental  stage.  In  each  proceeding  before  this  Board 
in  which  its  rates  were  the  subject  matter  of  investigation,  the 
-consideration  of  an  excessive  rate  of  return  was  never  requested. 
Under  these  circumstances  sound  policy  would  indicate  rather 
that  in  the  establishment  of  just  and  reasonable  rates  the  value 
.of  the  service  becomes  the  predominating  guide  rather  than  the 
exaction  of  rates  which  admittedly  are  as  high  as  "commercially 
possible."  The  fairest  test  of  the  value  of  the  service  would  be 
in  the  comparison  with  rates  in  similar  areas  served  under  similar 
conditions.  The  value  of  this  method  of  comparison  was  sanc- 
tioned by  our  courts. 

Conclusions: 

The  Board  therefore  finds  and  determines : 

1.  That  the  petition  should  be  and  is  hereby  dismissed. 

2.  That  the  Delaware  and  Atlantic  Telegraph  and  Telephone 
Company  may  file  a  schedule  of  rates  for  all  classes  of  service 
equivalent  to  those  permitted  to  be  continued  in  eflfect  by  the 
Board's  report  "In  the  Matter  of  the  Application  of  the  New 
York  Telephone  Company  for  Authority  to  File  a  Schedule  of 
Rates  to  be  Effective  Upon  the  Return  of  the  Petitioner's  Tele- 
phone System  to  it  by  the  United  States  Government,''  issued 
■simultaneously  herewith,  and  to  become  effective  January  i, 
192 1,  subject  to  the  following  conditions: 

3.  As  soon  as  practicable  after  January  i,  192 1,  the  company 
shall  furnish  the  Board  with  a  report  showing  the  result  of  its 
operations  for  the  year  1920,  to  be  set  forth  in  schedules  corre- 
sponding to  the  following  schedules  in  its  form  of  report  made 
to  this  Board : 

Schedules  211  B  &  C— Fixed  Capital. 
Schedule  281 — Reserve  for  Depreciation. 
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Schedule  282 — Reserve  for  Amortization  of  Intangible  Capital. 

Schedule  310— Telephone  Operating  Revenues. 

Schedule  320— Telephone  Operating  Expenses. 

Schedule  3001 — Income  Account  as  far  as  pertinent. 

4.  Beginning  January  i,  192 1,  it  shall  render  monthly  state- 
ments to  the  Board  covering  the  same  schedules  as  immediately 
hereinbefore  recited.  Where  more  convenient  and  pertinent  the 
reports  required  in  paragraph  (3)  may  be  rendered  on  forms 
used  for  reports  to  the  American  Telephone  and  Telegraph  Com- 
pany. 

Dated  December  7,  1920. 

By  Commissioner  Gaul: 

I  concur  with  the  opinion  of  my  colleagues  in  the  Board's 
report  permitting  the  company  to  file  a  schedtde  of  rates  uniform 
with  those  granted  in  the  territory  of  the  New  York  Telephone 
Company. 

I  do  not  agree,  however,  with  their  action  in  refusing  to  per- 
mit the  l^elaware  and  Atlantic  Telegraph  and  Telephone  Com- 
pany and  the  New  Jersey  Division  of  the  New  York  Telephone 
Company  to  be  merged  and  consolidated  into  a  new  New  Jersey 
corporation. 

The  larger  the  territory  served  and  the  greater  the  nimiber  of 
subscribers,  the  more  valuable  and  useful  is  telephone  service  to 
the  individual  subscriber.  It  is  my  opinion  that  good  telephone 
service  throughout  the  State  can  be  more  readily  and  more 
cheaply  obtained  through  a  unified  system  than  through  the 
operation  of  weak,  dependent  or  competitive  companies.  There- 
fore, it  is  my  belief  that  the  merger  should  be  permitted  in  the 
public  interest. 
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No.  872. 

In  the  Matter  of  the  Application  of  the  New  York  Tele- 
phone Company  for  Authority  to  File  a  Schedule  of 
Rates  to  be  Effective  Upon  the  Return  of  the  Peti- 
tioner's Telephone  System  to  it  by  the  United  States 
Government. 

1.  Fonowing  an  investigation  by  the  Board  of  the  reasonableness  of  the 
rates  charged  by  the  New  York  Telephone  Company  and  an  order  requiring 
a  reduction  the  company  filed  new  schedules  providing  lower  toll  charges 
to  become  eflFective  July  i,  191 8. 

2.  By  proclamation  dated  July  22,  1918,  the  President  of  the  United  States 
took  possession  of  the  company's  property  and  assumed  control  of  the  same, 
directing  that  supervision,  control  and  operation  should  be  exercised  by  the 
Postmaster-General  of  the  United  States. 

3.  During  the  period  of  federal  control  the  Postmaster-General  issued 
orders  providing  for  increased  charges.  The  petitioner  proposes  to  put  into 
effect  a  "schedule  of  rates  for  telephone  service  in  the  State  of  New  Jersey, 
framed  with  a  view  to  meeting  the  increased  cost  of  operation  and  provide 
for   a    fair    return    upon    its   property." 

4.  In  the  prior  proceedings,  the  Board  found  the  cost  to  reproduce  new, 
as  of  June  30,  1916,  the  physical  value  of  the  company's  property  to  be 
$31,665,000.  Accrued  depreciation  was  fixed  at  $1,665,000,  and  the  company 
was  allowed  a  return  of  8  per  cent,  on  $30,000,000.  This  included  an  estimate 
for  working  capital  (including  materials  and  supplies)  an  estimate  of  the 
cost  of  organization  and  development,  and  an  estimate  of -commercial  cost 
of  securing  stations. 

5.  The  fair  value  of  the  property  having  once  been  determined,  the  better 
practice  is  to  use  this  as  a  basis  and  add  actual  net  additions  thereto,  de- 
creased by  the  increase  in  the  depreciation  reserve  created,  rather  than  (in 
lieu  of  such  actual  net  additions  decreased  by  the  depreciation  reserve) 
take  a  combination  of  facts  and  estimates. 

6.  To  charge  the  public  rates  which  would  allow  an  increased  appropriation 
for  depreciation  and  add  the  resulting  excess  in  reserve  so  created  to  capital 
account,  upon  which  a  return  of  eight  per  cent,  is  to  be  earned  in  the  future 
does   not  appear   to   be   reasonable. 

7.  The  Board  takes  the  amount  of  $34,700,000  as  the  fair  value  of  the 
petitioner's  property  as  of  June  30,  1919. 

8.  It  is  apparent  that  the  company's  operations  for  the  year  1919  enabled 
it  to  earn  a  return  considerably  in  excess  of  eight  per  cent,  on  the  capital 
base  of  $34,700,000  and  that  in  that  year  it  would  have  suffered  no  harm  if 
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certain  of  the  increases  imposed  by  the  orders  of  the  Postmaster-General 
had  been  stricken  from  its  schedule  of  rates.  The  results  indicate,  further, 
that  certain  of  the  minor  adjustments  in  its  proposed  sdiedule  are  not 
necessary  if  predicated  on  the  results  of  operations  for  the  year  1919. 

9.  Although  the  earnings  for  the  year  1919  as  reported  exceed  an  eight 
per  cent,  return  on  the  fair  value  of  the  property,  the  Board  does  not  believe, 
in  view  of  the  probable  expenses  for  the  year  1920  that  it  would  be  justified  in 
ordering  a  reduction  in  return  at  this  time. 

10.  The  petition  of  the  company  should  be  granted  with  the  following 
exceptions : 

(a)  The  schedule  of  rates  for  rural  telephones  in  exchange  districts 

where  the  total  number  of  stations  of  all  connected  is  not  more 
than  500  shall  revert  to  the  schedule  of  rates  in  effect  prior  to 
August  I.  1918. 

(b)  The  proposed  changes  in  rates  not  as  yet  effective  are  disapproved. 

/.  L,  Swayze  and  Frankland  Briggs,  for  the  Petitioner. 

Charles  A.  Reed,  for  the  City  of  Plainfield. 

WiUiam  /.  Kearns,  for  the  City  of  Newark. 

Adrian  Riker,  for  the  Village  of  South  Orange. 

/.  T.  Hague,  for  the  City  of  Elizabeth. 

A.  O,  Miller,  for  the  City  of  Passaic. 

Guy  L.  Pake,  for  the  Borough  of  Rutherford. 

Guy  W,  Gordon,  for  the  Borough  of  Roselle. 

H,  D,  Ford,  for  the  Borough  of  Leonia. 

H.  B.  Pfeffer,  for  the  Town  of  Kearny. 

Borden  D,  Whiting,  for  the  Town  of  West  Orange. 

R.  B.  Lewis,  for  the  City  of  Paterson. 

W.  R,  Hudson,  for  the  Borough  of  Totowa. 

C,  B,  F.  Hetrick,  for  the  City  of  Asbury  Park. 

M,  Woolley,  for  the  City  of  Long  Branch. 

George  A,  Myers,  of  Paterson,  on  his  own  behalf. 
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The  New  York  Telephone  Company  filed  a  petition  in  which 
it  alleges  that,  because  of  changes  in  economic  conditions  through- 
out the  United  States,  intensified  by  the  participation  of  the 
United  States  in  the  World  War,  the  wages  paid  to  labor  and 
prices  of  material  have  risen,  and  the  cost  of  furnishing  telephone 
service  has  been  greatly  increased.  That  by  reason  of  exigencies 
created  by  the  war,  and  in  pursuance  of  requests  and  requirements 
made  by  officials  and  bureaus  of  the  United  States  Government 
looking  toward  the  conservation  of  labor  and  materials,  it  had 
been  limited  in  making  additions  to  its  system  to  such  work  as 
was  necessary  for  the  carrying  on  of  the  war,  and  has  been  un- 
able to  make  such  addition  as  would  normally  have  been  made 
to  provide  for  the  growth  of  the  business. 

That  the  operations  of  the  petitioner  have  been  seriously  incon- 
venienced by  the  shortage  of  labor  created  by  employees  entering 
the  war  and  by  the  demands  for  labor  by  other  industries  neces- 
sary for  the  carrying  on  of  the  war. 

That  considerable  sums  will  be  immediately  required  for  addi- 
tions, extensions  and  improvements  to  the  system  of  the  peti- 
tioner, to  bring  said  system  into  the  condition  it  would  have 
attained  had  the  normal  additions,  extensions  and  improvements 
been  made  during  the  war  period ;  to  enable  the  company  to  pro-  - 
vide  properly  for  the  increased  business  it  will  now  be  required 
to  handle,  which  probably  will  not  yield  a  proportionate  increase 
in  revenue,  and  to  restore  the  service  to,  and  maintain  the  same 
at  the  efficiency  which  prevailed  before  the  participation  of  the 
United  States  in  the  war.  That  the  cost  of  money  required  for 
such  capital  expenditure  has  been  greatly  increased  because  of 
the  change  in  economic  conditions. 

That  an  increase  in  the  revenues  of  the  petitioner  is  necessary 
to  meet  the  increased  costs  of  operation  and  to  provide  a  fair 
return  upon  the  property  of  the  petitioner  used  and  useful  in  the 
public  service  in  the  State  of  New  Jersey. 

The  petition  recites  that  by  its  order  dated  November  20,  1917, 
at  the  conclusion  of  an  investigation,  this  Board  directed  that 
reductions  in  the  then  existing  rates  should  be  made  which  would 
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effect  an  annnal  reduction  in  net  revenues  of  not  less  than 
$800,000. 

That  by  proclamation  dated  July  22,  1918,  the  President  of 
the  United  States  took  possession  of  the  company's  properties 
and  assumed  control  of  the  same,  directing  that  supervision,  con- 
trol and  operation  of  said  systems  should  be  exercised  by  the 
Postmaster  General  of  the  United  States. 

That  during  the  period  of  control  by  the  Federal  Government, 
the  revenues  collected  from  the  telephone  system  became  the 
property  of  the  Government  of  the  United  States,  and  the  peti- 
tioner received  or  was  to  receive  from  the  said  government  a 
fixed  compensation  for  the  use  of  the  system  by  the  government 
during  said  period.  That  during  the  period  of  operation  the  said 
Postmaster  General  issued  orders  providing  for  certain  increased 
rates  and  charges  to  be  made  for  telephone  service,  and  that  legis- 
lation has  now  been  passed  by  the  Congress  of  the  United  States 
and  approved  by  the  President,  providing  for  the  return  of  its 
telephone  system  to  the  petitioner,  and  the  petitioner  desires  to  put 
into  effect  a  schedule  of  rates  for  telephone  service  in  the  State 
of  New  Jersey,  framed  with  a  view  to  meeting  the  increased  cost 
of  opration  and  provide  for  a  fair  return  upon  its  property. 

Filed  with  the  petition  were  the  following : 

( 1 )  Comparative  balance  sheet  of  petitioner  showing  finan- 
^  cial  condition,  funded  debt,  outstanding  stocks,  etc.,  as 

of  June  30,  19 16;  December  31,  191 6;  December  31, 
1917,  and  December  31,  1918. 

(2)  Statement  showing  the  fair  value  of  petitioner's  prop- 
erty in  the  State  of  New  Jersey  as  of  December  31, 
1918. 

(3)  Statement  showing  the.  estimated  average  fair  value  of 
petitioner's  property  in  the  State  of  New  Jersey  for 
the  year  191 9. 

(4)  Statements  showing  revenues  and  expenses  of  peti- 
tioner for  the  years  1916,  191 7  and  1918. 
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(5)  Statement  showing  estimated  revemies  and  expenses  of 
petitioner  for  the  year  1919  on  the  basis  of  the  rates  in 
effect  July  31,  1918. 

(6)  Statement  showing  estimated  revenues  and  expenses 
of  petitioner  for  the  year  191 9  on  the  basis  of  the  pro- 
posed rates. 

(7)  Statement  showing  interest  and  dividends  paid  during 
1916,  1917  and  1918. 

(8)  Comparative  statements  showing  rates  for  exchange 
telephone  service  under  the  schedules  on  file  with  the 
Board,  under  the  schedules  put  in  effect  by  order  of  the 
Postmaster  General  and  under  the  schedules  proposed 
by  petitioner  hereunder. 

The  proposed  rates  for  tdl  service  are  rates  computed  upoo 
the  plan  contained  in  the  order  of  the  Postmaster  Gene^^l  No. 
2495,  and  any  modification  thereof  or  additions  thereto,  ordered 
by  him  during  the  period  of  Federal  control,  such  plans  of  com- 
puting toll  rates  being  designed  to  provide  a  system  which  would 
be  country-wide  in*its  application  and  which  would  establish  uni- 
form rates  for  toll  messages  where  similar  conditions  of  distance 
and  duration  existed. 

Filed  with  the  petition  are  the  schedule  of  rates  for  which 
approval  of  this  Board  is  sou^t. 

The  prayer  of  the  petition  is  that  "the  Board  will,  after  such 
investigation  as  may  seem  proper,  establish  the  rates  herein  pro- 
posed by  your  petitioner  as  the  lawful  rates  to  be  charged  for 
exchange  and  toll  telephone  service  in  the  State  of  New  Jersey, 
and  that  from  and  after  such  date  as  the  United  States  Govern- 
ment may  relinquish  the  control  and  operation  of  the  petitioner's 
pr<^)erty,  and  pending  a  final  order  as  to  the  reasonableness  of 
the  said  rates  herein  proposed,  the  rates  established  by  order  of 
the  Postmaster  General  for  the  period  of  Federal  control  will 
continue  in  full  force  and  effect,  and  that  the  orders  of  your 
Honorable  Board  dated  the  20th  day  of  November,  1917,  and  the 
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22d  day  of  January,  1918,  be  modified  and  amended  in  such 
manner  as  may  be  necessary  in  the  premises." 

Prior  to  taking  the  matter  into  conference,  it  was  stipulated 
that  the  rates  in  effect  at  the  beginning  of  the  proceedings  should 
be  continued  until  such  time  as  the  Board  should  have  arrived 
at  a  conclusion  in  the  matter. 

HISTORY. 

In  order  that  a  clear  understanding  of  the  basis  on  which  the 
petitioner's  proposed  schedule  of  rates  for  telephone  service  is 
drawn,  it  is  desirable  to  outline  briefly  the  developments  and 
changes  affecting  rates  which  have  taken  place  in  the  operation 
of  this  company  during  the  last  three  years. 

On  March  28,  191 6,  this  Board  issued  an  order  on  its  own 
initiative,  for  an  inquiry  as  to  whether  the  then  existing  rates  of 
the  company  were  just  and  reasonable.  These  proceedings  de- 
veloped into  an  elaborate  investigation  of  the  company's  affairs, 
in  the  course  of  which  complete  inventories  of  its  property  were 
obtained,  and  the  fair  value  thereof  was  determined,  and  an 
allowance  of  8  per  cent,  was  held  to  be  a  proper  return  on  the 
fair  and  reasonable  value  of  the  property. 

On  November  20,  191 7,  at  the  conclusion  of  its  investigation, 
the  Board  issued  a  report  and  order,  in  which  it  held  that  the 
rates  then  being  charged  were  unjust  and  unreasonable  and  the 
company  was  directed  to  file,  within  sixty  days,  a  tariff  of  tele- 
phone rates  which  would  effect  annually  a  reduction  in  net 
revenues  of  not  less  than  $800,000.  The  effective  date  of  this 
order  was  December  31,  191 7. 

Instead  of  complying  with  this  order,  the  company,  on  Janu- 
ary 18,  1 91 8,  filed  a  petition  in  which  it  requested  the  Board  to 
vacate  its  order  and  investigate  the  actual  conditions  of  operation 
for  the  year  19 17,  and  the  probable  result  from  operation  during 
the  year  191 8,  conditions  which  it  claimed  would  produce  a  net 
return  of  much  less  than  was  found  to  be  the  case  in  1916.  This 
petition  was  denied,  and  the  reasons  stated  in  the  Board's  report 
dated  January  22,  19 18. 
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Subsequently  the  company  filed  a  revised  schedule  of  toll 
charges,  which  was  presented  to  the  Board  in  the  form  of  a 
memorandum,  the  effect  of  which,  it  was  estimated,  would  reduce 
the  revenue  from  toll  tariffs  by  a  tot^l  of  $933,000.  After  an 
examination  and  consideration  thereof,  although  it  was  not  satis- 
fied that  the  schedules  would  fully  meet  the  requirements  of  the 
original  order,  the  Board  permitted  the  revised  schedule  to  be- 
come effective  July  i,  1918,  with  the  provision  that  the  company 
should  file  with  the  Board  a  monthly  report  of  the  revenues  de- 
rived from  the  operation  of  these  rates  and  comparison  with  the 
rates  of  the  previous  year. 

Shortly  thereafter,  however,  the  Congress  of  the  United 
States,  on  July  16,  1918,  by  joint  resolution,  authorized  the 
President  to  take  possession  and  control  of  the  telegraph  and 
telephone  systems  in  the  United  States,  and  to  operate  them  for 
the  period  of  the  war. 

By  proclamation  dated  July  22,  .1918,  the  President  took  pos- 
session of  the  properties,  and  directed  that  supervision,  control 
and  operation  should  be  exercised  by  the  Postmaster  General  of 
the  United  States,  beginning  August  i,  191 8.  The  New  York 
Telephone  Company  was  included  in  this  action  by  the  govern- 
ment and  during  the  period  of  government  control  the  New 
York  Telephone  Company  received  or  will  receive  a  fixed  com- 
pensation for  the  use  of  its  system  by  the  terms  of  a  contract 
made  with  the  government. 

Eharing  the  period  of  government  operation,  the  Postmaster 
General  issued  orders  providing  for  certain  increased  rates  and 
charges  to  be  made  for  telephone  service. 

POSTMASTER  general's  RATES. 

On  September  i,  191 8,  the  Postmaster  General  introduced  a 
system  of  "service  connection  charges''  applying  to  exchange 
service  and  facilities  (except  to  public  telephones),  including 
individual,  party  and  auxiliary  lines,  private  branch  exchange 
trunks,  extension,  private  branch  and  inter-conununicating  sys- 
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teo)  Stations.  This  system  of  service  connection  charges  in  the 
case  of  the  petitioning  company  became  effective  on  September 
I,  191B. 

On  January  21,  1919,  the  Postmaster  General  put  into  effect  a 
country-wide  schedule  of  charges  for  toll  service.  This  schedule 
increased  the  schedule  filed  by  the  company  with  this  Board  pur- 
suant to  its  order  and  which  schedule  had  become  effective  on 
July  I,  1918. 

Following  the  action  of  the  Postmaster  General,  proceedings 
were  instituted  by  this  Board  in  the  United  States  EHstrict  Court 
of  New  Jersey  to  enjoin  the  enforcement  of  the  increased  rates; 
the  application  of  the  Board  was  denied.  Fiuther  application 
was  made  to  the  Court  of  Qiancery  of  New  Jersey,  resulting  in 
a  stipulation  by  which  the  company  agreed  to  refund  the  excess 
charge  imposed  by  the  Postmaster  General  in  the  event  of  the 
determination  by  the  United  States  Supreme  Court  in  several 
similar  cases  then  pending  before  it  (brought  on  behalf  of  other 
States)  in  which  the  toll  charges  imposed  by  the  Postmaster 
General  in  other  States  were  then  under  review,  adverse  to  the 
Postmaster  General.  The  said  United  States  Supreme  Court, 
however,  sustained  the  right  of  the  Postmaster  General  to  impose 
the  toll  charges. 

On  May  i,  191 9,  the  Postmaster  General  put  into  effect  very 
generally  throughout  the  telephone  systems  under  his  control  cer- 
tain increases  and  revisions  of  the  rates  for  exchange  service.  In 
the  case  of  the  New  York  Telephone  Company  these  charges  had 
very  little  effect  on  the  existing  rates  for  exchange  service,  the 
only  change  of  importance  being  an  increase  in  the  rates  for  rural 
or  farmers*  lines  of  telephone  service,  which  affected  about  33 
exchanges  and  increased  the  revenues  derived  therefrom  by  an 
estimated  amount  of  between  $4,000  and  $5,000  annually. 

PROPOSED  SCHEDUI.ES. 

The  property  of  petitioner  having  been  returned  to  it,  it  now 
seeks  formal  approval  of  the  Board  of  the  changes  in  rates  which 
have  been  made  since  July  31,   191 8,   and  certain  additional 
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changes  which  it  desires  to  make.  The  proposed  schedule  of 
rates  therefore  differs  from  those  in  effect  July  3.1,  1918,  in  the 
following  respects  : 

(a)  Service  CofmecHon  Charges: 

These  charges  were  established  by  the  Postmaster 
General  on  September  i,  1918,  and  have  continued, 
with  certain  modifications,  in  effect  from  that  date. 

(b)  Changes  in  Toll  Charges: 

General  increases  in  toll  charges  were  estaWished  by 
the  Postmaster  General  on  January  21,  1919,  and  have 
continued  in  effect  from  that  date. 

(c)  Changes  in  Rural  Telephone  Rates: 

Increases  in  rates  for  farmers'  lines  were  made  by 
the  Postmaster  General  on  May  i,  1919,  and  have  con- 
tinued in  effect  from  that  date. 

(d)  Changes  in  Rates  for  Exchange  Service: 

These  changes  represent  certain  revisions  in  exchange 
schedules  which  the  Telephone  Company  now  desires 
to  put  into  effect,  the  Postmaster  General  having  coa- 
tinned  the  exchange  service  tariff  previously  in  effect. 
The  company  states  that  the  proposed  changes  are  for 
the  purpose  of  equalizing  conditions  or  improving  the 
schedules  in  such  a  way  as  to  give  a  better  grade  of 
service. 

VALUE  OF  PROPERTY. 

In  its  report  of  November  20,  191 7,  this  Board  found  the  cost 
to  reproduce  new  the  physical  property  of  the.  New  York  Tele- 
phone Company  as  of  June  30,  191 6,  was  $31,665,000.  Accrued 
depreciation  was  fixed  at  $1,665,000  and  the  company  was  per- 
mitted to  earn  a  return  of  8  per  cent,  on  $30,000,000.  This  in- 
cluded an  estimate  for  working  capital  (including  materials  and 
supplies),  an  estimate  of  the  cost  of  organization  and  develop- 
ment, and  an  estimate  of  commercial  cost  of  securing  stations. 

In  the  present  case  the  company  presents  two  estimates  of  the 
fair  value  of  its  property  as  of  June  30,  1919. 
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By  one  method  the  company  uses  as  its  base  the  amount  of 
$31,665,000  (the  cost  to  reproduce  new  the  physical  property 
found  by  this  Board  as  of  June  30,  191 5)  and  adds  thereto  the 
net  additions  to  property  accounts  as  shown  by  its  books,  plus 
estimates  of  certain  engineering  and  other  costs  which  were 
allowed  as  capital  charges  by  the  Board  in  the  former  case, 
thereby  bringing  the  cost  to  reproduce  new  as  of  December  31, 
.1918.  Deducting  therefrom  an  allowance  for  depreciation  of 
12.56  per  cent,  and  adding  thereto  an  estimate  for  working  capi- 
tal, organization  and  development  cost,  and  the  cost  of  securing 
stations,  it  estimates  the  fair  value  of  property  as  of  December 
31,  1918,  to  be  $37,371,505. 

By  a  similar  process  of  computation  (in  which  certain  neces- 
sary adjustments  due  to  corrections  in  estimates  of  new  construc- 
tion for  1919  have  been  made  according  to  the  testimony)  the 
company's  estimate  of  fair  value  of  property  as  of  December  31, 
1919,  is  $40,133,261.  The  average  fair  value  of  the  property  for 
the  year  191 9  is  then  taken  as  the  mean  between  the  two  esti- 
mates, or  $38,752,383. 

By  the  second  method  the  company  uses  as  its  base  the  fair 
value  of  the  property  as  of  June  30,  1916,  as  found  by  this 
Board  in  its  report,  of  $30,000,000.  A  digest  of  the  estimate 
by  this  method  follows: 

company's  AI.TERNATIVE  ESTIMATE  OF  FAIR  VALUE. 

A.  Fair  value  of  property  as  of  June  30,  1916,  as  found  by  Board 

(report  of  November  20,  1917) ,  $30,000,000 

B.  Net  additions  to  property,  from  company's  books — 

July  I,  1916,  to  December  31,  1918, $7,749,528 

January  i,  1919,  to  June  30,  1919, 1,232,929 

$8,982457 
Deduct  for  items  physically  in  place  on  Jime  30, 
191 6,  and  included  in  Item  A,  but  not  entered  on 

books  imtil  subsequent  to  June  30,  1916, 466,474 

8,525,983 

$38,525,983 
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C.  Deduct  for  increase  in  "Reserve  for  Accrued  De- 

preciation"— 

July  I,  1916,  to  December  31,  1918, $3,304,630 

January  i,  1919,  to  June  30,  1919, 733,765 

4,038,395 

$34,487,588 

D.  Increase  in  working  capital  at  December  31,  1918,  over  the 

$1,075,126  allowed  June  30,  1916,  294,595 

Estimated  fair  value  as  of  June  30,  1919, $34,782,183 

The  company  points  out,  however,  that  during  the  period  from 
June  30,  1916,  to  June  30,  1919,  it  charged  to  depreciation  re- 
seive  an  amount  in  excess  of  the  portion  which  the  Board  con- 
sidered fair  in  the  former  case,  which  is  5  per  cent,  per  annum  of 
the  reproduction  cost  of  the  depreciable  property.  This  excess 
amount  set  aside  from  net  revenues  aggregate  $418,000  for 
the  next  three-year  period,  and  the  company  claims  that  it  is 
entitled  to  return  that  sum  to  surplus  net  earnings,  and  to  deduct 
this  amount  from  the  book  figures  of  increase  in  depreciation 
reserve,  and  consequently  increase  the  fair  value,  thereby  obtain- 
ing a  total  estimated  fair  value  for  June  30,  1919,  of  $35,240,000 
by  this  process,  reduced  to  $35,120,000  in  round  figures  by  a 
deduction  of  $123,650  made  in  Ex.  P-43. 

Items  such  as  casualty  insurance,  general  executive  costs,  gen- 
eral engineering,  interest  during  construction,  and  cost  of  secur- 
ing stations  are  only  partly  included,  or  not  included  at  all,  in 
the  net  capital  additions,  but  are  carried  in  the  annual  expense 
accounts.  Since  they  are  not  included  in  capital,  it  is  unnecessary 
to  make  adjustments  in  the  operating  expense  accounts  for  them, 
and  the  book  figures  of  revenue  and  expense,  corrected  only  for 
the  depreciation  appropriation,  may  be  related  directly  to  this 
estimate  of  fair  value  in  determining  the  return  which  the  com- 
pany is  earning. 

Of  the  two  methods  of  estimating  the  fair  value  of  the  prop- 
erty, the  Board  adopts  the  latter.  It  ascertained  the  value  of  the 
property  of  the  petitioner  after  an  exhaustive  investigation  made 
in  1916  and  191 7  and  arrived  at  the  amount  of  $30,000,000  as 
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the  value  of  all  property  used  and  useful  to  the  public  service. 
In  arriving  at  this  value  it  was  necessary  to  estimate  certain  over- 
head costs  on  a  more  or  less  average  basis,  but  the  costs  of  addi- 
tions made  the  property  since  this  determination  of  value  by  the 
Board  are  required  to  be  accurately  set  forth  in  the  books  of 
account  of  the  petitioner  in  accordance  with  rules  laid  down  in 
the  Uniform  System  of  Accounts  for  Telephone  Companies, 
jM'escribed  by  the  Interstate  Commerce  Commission  and  adopted 
by  the  Board.  If  this  system  has  been  faithfully  followed  such 
accounts  will  reveal  the  facts  both  as  to  property  and  expenses 
and  estimates  will  not  be  necessary.  If  the  accoimts  have  not 
been  accurately  kept,  the  petitioner  should  bear  the  consequences. 
As  the  additions  relate  to  a  period  of  approximately  three  years, 
the  actual  figures  are  substantially  those  which  would  be  arrived 
at  on  a  reproduction  cost  basis.  To  follow  the  first  theory  re- 
quires a  revision  by  transfer  from  operating  expenses  to  capital 
and  will  result  in  creating  a  doubt  as  to  whether  the  final  figures 
for  capital  and  expenses  are  correct. 

This  line  of  reasoning  leads  to  the  conclusion  that,  the  fair 
value  of  the  property  having  once  been  determined,  the  better 
practice  is  to  use  this  as  a  basis  and  add  actual  net  additions 
thereto,  decreased  by  the  increase  in  the  depreciation  reserve 
created,  rather  than  (in  lieu  of  such  actual  net  additions  de- 
creased by  the  depreciation  reserve)  to  take  a  hybrid  cost  to  re- 
produce arrived  at  by  taking  a  combination  of  facts  and  estimate. 
The  one  is  based  on  fact,  the  other  more  or  less  modified  by 
estimate.  Moreover,  it  is  to  be  noted  that  in  the  valuation  of 
$30,000,000  the  unit  price  assumed  for  metallic  copper  is  16 
cents  a  pound.  The  current  price  at  the  date  of  writing  this  re- 
port is  13.5  cents.  If  the  valuation  is  to  be  brought  down  on  the 
basis  of  the  first  method  proposed  by  the  company,  it  would  be 
advisable  to  take  this  fact  into  consideration. 

In  Exhibit  P-6  it  is  pointed  out  that  durii^  the  period  from 
June  30,  1916,  to  June  30,  1919,  the  petitioner  charged  to  depre- 
ciation expense  an  amoimt  in  excess  of  the  proportion  which  the 
Board  considered  fair  in  the  former  case,  that  is,  five  per  cent 
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per  annum  of  the  reproduction  cost  of  the  depreciable  property 
and  this  excess  amount  set  aside  from  revenue  approximated 
$418,000  for  the  three-year  period.  For  that  portion  of  the 
three-year  period  antedating  November  20,  191 7  (the  date  of 
the  Board's  report),  the  company  was  operating  under  its  own 
rule  and  its  operating  results  show  that  its  net  revenue  was  in 
excess  of  the  eight  per  cent,  return  which  the  Board  adjudged 
to  be  fair,  so  that  the  rates  charged  during  that  period  were 
sufficient  to  provide  for  the  appropriation  reserve  actually  made 
by  the  company  and  also  afford  it  a  fair  return.  This  condition 
continued  to  July  i,  1918,  at  which  time  it  made  the  reduction  in 
toll  rates  hereinbefore  recited.  For  the  year  beginning  August 
I,  1918,  the  property  was  taken  over  by  the  United  States  Gov- 
ernment and  operated  by  the  Postmaster  General,  who,  as  a  war 
measure  and  to  meet  war  conditions,  increased  both  rates  and 
appropriation  for  depreciation  reserve  above  those  determined 
as  just  and  reasonable  in  the  Board's  report  of  November  20, 
1 91 7.  It  is  to  be  presumed  that  the  Postmaster  General  acted 
with  knowledge  and  it  appears  to  be  a  fact  that  many  temporary 
installations  were  made  during  his  control,  the  life  of  which 
would  be  shorter  than  the  average  life  of  similar  installations 
made  after  the  close  of  the  war.  The  depreciation  realized  by 
reason  of  such  installations  would  probably  require  a  temporary 
increase  in  the  appropriation  for  reserve  and  the  Postmaster 
General  possibly  had  this  in  view  when  he  increased  rates.  The 
public  at  large  undoubtedly  paid  rates  during  this  three-year 
period  which  not  only  afforded  the  company  a  fair  return  on  its 
property,  but  provided  for  the  increased  appropriation  for  depre- 
ciation actually  made.  To  charge  the  public  rates  which  would 
allow  of  this  appropriation,  and  then  add  the  resulting  excess  in 
reserve  so  created  to  capital  account,  upon  which  a  return  of  eight 
j)er  cent,  is  to  be  earned  in  the  future,  does  not  appear  to  be 
reasonable.  A  consideration  of  these  facts  leads  the  Board  to 
conclude  that  the  $418,000  contributed  out  of  ra^es  should  not 
now  be  transferred  to  capital,  and  for  that  reason  does  not  ap- 
prove the  transfer. 
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The  Board  therefore  takes  the  amount  of  $34,700,000  (that  is, 
$35,120,000  less  $418,000)  as  the  fair  value  of  the  petitioner's 
property  as  of  June  30,  1919  (see  Exhibit  P-2,  page  2,  state- 
ment A) . 

ESTIMATED  REVENUE^  EXPENSES  AND  RETURN  ON  THE  FAIR  VALUE 
OF  THE  PROPERTY  IN  1919  COMPARED  WITH  ACTUAL  RESULTS 

FOR  191 9. 

The  company  presented  testimony  and  submitted  exhibits  set- 
ting forth  its  estimates  of  the  revenues  and  expenses  based  on 
the  expected  operations  for  the  year  1919,  which  would  obtain 
under  the  rates  in  effect  July  31,  191 8;  under  the  rates  in  effect 
August  I,  1 91 9  (that  is,  the  present  schedule  established  by  the 
Postmaster  General),  and  under  the  modified  rates  as  petitioned 
for.  The  actual  figures  for  1919  operation  under  the  Postmaster 
Generars  rates  are  available  and  are  given  in  parallel  column  in 
Appendix  I.  At  the  time  these  estimates  were  submitted  the 
results  of  operation  for  seven  months  were  available  from  the 
company's  records.  The  remaining  five  months  were  estimated 
by  its  expert.  Estimated  revenues  and  expenses  under  present 
rates  in  column  marked  (b)  in  Appendix  I,  is  the  base  from 
which  the  other  two  sets  of  estimates  are  derived  by  the  com- 
pany. The  basis  on  which  the  remaining  five  months'  revenues 
and  expenses  for  1919  under  the  Postmaster  General's  rates 
were  estimated  was  explained  at  length  by  the  company's  wit- 
nesses and  the  details  of  the  estimates  were  furnished  the  Board's 
experts  and  have  been  fully  reviewed.  These  estimates  for  19 19, 
however,  are  not  now  so  controlling,  inasmuch  as  at  this  time 
the  actual  figures  for  the  year  are  available  and  have  been  made 
use  of  by  the  Board.  These  figures  are  shown  in  column  (d) 
of  Appendix  I,  and  indicate  a  net  revenue  of  $3,243,982,  as 
compared  with  the  estimate  of  $3,085,202,  shown  in  column 
(b).  Related  to  the  capital  base  of  $34,700,000,  this  indicates 
that  the  net  return  on  that  amount,  according  to  the  book  figures, 
equals   9.35    per   cent,    after   providing    for   depreciation    and 
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amortization  in  the  amount  of  $1,939,672.  It  is  to  be  noted 
that  the  figure  set  up  for  the  estimated  depreciation  and  amortiza- 
tion is  not  based  on  the  books  of  accounts,  but  is  an  estimated 
figure  based  on  an  allowance  of  5  per  cent,  to  provide  a  reserve 
for  accrued  depreciation  which  the  Board  indicated  to  be  fair  in 
its  report  of  November  20,  191 7.  The  figures  shown  for  1919 
actual  results  are  derived  by  applyng  the  company's  rule  for  that 
year  to  its  capital  base  and  for  that  reason  may  properly  be  ap- 
plied to  the  Board's  determination  of  $34,700,000,  eliminating 
the  reduction  in  reserve  and  increase  in  capital  account  to  the 
-extent  of  $418,000  asked  for  by  the  company. 

It  is  apparent  from  a  consideration  of  the  figures  as  set  forth 
in  Appendix  I  that  the  company's  operations  for  the  year  1919 
-enabled  it  to  earn  a  return  considerably  in  excess  of  eight  per 
cent,  on  the  capital  base  of  $34,700,000,  and  that  in  that  year  it 
would  have  suffered  no  harm  if  certain  of  the  increases  imposed 
by  the  orders  of  the  Postmaster  General  had  been  stricken  from 
its  schedule  of  rates  and  the  results  indicate,  further,  that  cer- 
tain of  the  minor  adjustments  in  its  proposed  schedule  of  rates 
are  not  necessary  if  predicated  on  the  results  of  operations  for 
the  year  1919. 

If  the  amount  of  $1,864,000  shown  in  column  (b)  of  Ap- 
pendix I  be  substituted  in  column  (d)  for  the  actual  appropria- 
tion of  $1,939,672,  the  resulting  net  revenue  would  be  increased 
from  $3,243,982  to  $3,319,654,  a  return  of  9.57  per  cent,  on  the 
base  of  $34,700,000.  This  is  comparable  with  the  estimated 
revenue  (shown  in  column  (b)  )  of  $3,085,202;  the  actual 
revenue  for  1919  is  thus  indicated  to  be  7.6  per  cent,  greater 
than  the  amount  estimated  by  the  company's  experts.  In  column 
(b)  the  estimated  revenue  is  8.75  per  cent  of  the  base  of 
$35,240,000  and  in  column  (d)  the  actual  revenue  is  9.57  per 
cent,  of  the  base  of  $34,700,000.  But  9.57  per  cent,  is  9.38  per 
cent,  increase  over  8.75  per  cent. 
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ESTIMATED  REVENUE,  EXPENSES  AND  RETURN  ON  FAIR  VALUE  IN 
1920,   I921  AND  1922. 

The  preceding  paragraphs  have  given  the  result  of  the  opera- 
tions for  the  year  1919  with  the  Board's  analysis  thereof.  It  is 
reasonable,  however,  to  give  consideration  to  the  company's 
estimates  for  the  years  1920,  192 1  and  1922.  A  number  of 
exhibits  were  submitted  (P-18,  P-22  and  P-23)  which  purported 
to  show  what  return  would  be  earned  by  the  company  in  the 
respective  years  indicated  on  the  present  schedule  of  rates,  pro- 
posed schedule  of  rates,  and  the  rates  in  effect  July  31,  1918, 
prior  to  the  government  control.  In  Exhibit  P-18,  shown  in 
Appendix  II,  for  instance,  the  company  estimates  that,  whereas 
in  1919  the  present  schedule  permitted  it  to  earn  8.75  per  cent, 
on  the  minimum  fair  value  as  taken  by  it,  in  1920  the  return 
realized  by  the  same  schedule  would  be  7.27  per  cent.,  in  1921 
it  would  be  6.68  per  cent.,  and  in  1922  it  would  be  6.15  per  cent. 
Assuming  that  the  actual  realization  from  existing  rates,  if  m 
effect  through  these  three  years,  would  be  proportionally  larger 
than  the  estimates,  as  has  been  true  of  1919  (that  is,  9.38  per 
cent,  larger),  these  estimates  are  increased  to  approximately  7.95 
per  cent,  for  1920;  7.30  per  cent,  for  192 1,  and  6.73  per  cent, 
for  1922. 

In  the  Board's  report  dated  January  22,  1918,  it  is  indicated 
that  the  return  for  the  year  191 6  on  the  basis  of  the  company's 
excess  appropriation  for  depreciation  was  10.96  per  cent. ;  for 
191 7,  10.13  P^r  cent.,  and  for  1918  approximately  7.85  per  cent. 
The  arithmetical  average  for  the  years  1918  to  1922,  inclusive, 
on  the  basis  of  the  amounts  actually  appropriated  by  the  com- 
pany or  estimated  to  be  appropriated  on  5  per  cent,  basis  after 
1918  would  be  8.22  per  cent.  On  the  modified  basis  the 
arithmetical  average  for  the  years  1919  to  1922  would  amount 
to  7.88  per  cent.  It  is  well  to  note,  however,  that  at  the  time  the 
company's  estimates  were  probably  made  (August,  1919)  the 
market  price  for  copper  approximated  22  cents  a  pound.  At  the 
time  of  writing  this  report,  the  market  quotation  for  the  same 
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metal,  which  is  used  very  largely  both  for  capital  purposes  and 
for  repairs  and  maintenance  of  the  telephone  plant  and  equip- 
ment, is  13.5  cents  per  pound.  It  is  a  matter  of  common  know- 
ledge, likewise,  that  the  prices  of  many  commodities,  especially 
such  basic  commodities  entering  into  the  cost  of  living  as  food, 
clothing,  shoes  and  other  materials,  are  rajridly  receding,  and  un- 
empIo)rment  is  increasing.  All  these  will  have  the  tendency  to 
modify  estimates  made  by  the  company  in  the  latter  half  of  the 
year  1919,  when  both  labor  and  material  appeared  to  be  at  their 
highest  point.  The  ground  on  which  the  decrease  in  the  rate  of 
return  for  future  years  is  estimated  by  the  company  appears  to 
be  on  the  theory  of  constantly  increasing  costs  of  labor  and 
material  throughout  these  years.  The  general  methods  which  the 
company  employed  in  preparing  these  estimates  were  explained 
briefly  in  the  testimony  before  the  Board,  The  data  and  com- 
putations of  the  estimates  comprise  a  large  amount  of  detail, 
statistics  and  studies  of  operating  costs,  which  were  placed  at  the 
disposal  of  the  Board  and  which  have  been  reviewed  and  checked. 
An  important  factor  in  estimates  of  this  character  is  the  prob- 
able growth  in  number  of  telephone  stations.  The  telephone 
business,  like  other  businesses,  has  been  confronted  for  several 
years  with  abnormal  conditions,  which  has  resulted  in  a  some- 
what erratic  growth.  The  following  table  shows  the  changes 
in  the  numbers  of  stations  each  year  since  19 14: 


Stations  in  Service 
Year.  First  of  Year. 

1914 136.630 

1915 ^    •  -  145*446 

1916 157.203 

1917 172,414 

1918 182,579 

1919** 192,602 

1920* 214.202 

1921* 232,702 

1922* 249,702 


Per  Ce  tit. 

Net  Gain 

Gain  for 

in  Stations. 

the  Year. 

8,816 

6.45 

11,757 

8.09 

15.21 1 

967 

10,165 

5.89 

10,023 

548 

2i,6oo** 

11.22 

18.500* 

8.65 

17,000* 

732 

16000* 

6.42 

*  Estimated. 
**  Partly  estimated. 
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It  is  to  be  noted  the  number  of  stations  estimated  to  be  in 
service  as  of  January  i,  1920,  was  214,202,  whereas  the  annual 
report  shows  that  the  number  of  stations  actually  in  use  were 
216,467.  Xhe  increase  for  the  year  from  January  i,  1919,  to 
January  i,  1920,  was  estimated  at  21,600.  This  figure  has  been 
exceeded  by  the  actual  installations  in  the  nimiber  of  2,265  in- 
strimients,  or  approximately  10  per  cent.  The  statements  made 
on  behalf  of  the  company  and  applications  made  to  the  Board 
indicate  that  there  is  a  very  long  list  of  applicants  who  are  denied 
service  by  the  telephone  company  owing  to  inability  of  the  com- 
pany to  supply  the  demands  made  upon  it  for  service.  All  of 
these  facts,  taken  together  ctmiulatively  in  connection  with  the 
decreasing  costs  of  labor  and  material  generally,  would  tend 
naturally  to  modify  the  estimates  of  the  company,  both  as  to 
revenue  depending  upon  the  stations  in  use  and  as  to  expenses 
due  to  the  decrease  in  the  price  of  basic  commodities  such  as 
copper  and  other  materials.  Based  on  the  nvunber  of  stations 
shown  in  the  preceding  table,  the  company's  estimated  annual 
expense  per  station  is  estimated  to  be  $46.48  in  1920,  $47.25  in 
1921  and  $47.96  in  1922.  The  company's  estimate  for  1919  was 
$43.73  P^^  station.  The  actual  figure  realized  in  1919,  with  the 
depreciation  appropriation  corrected,  was  $42.61  per  station  (on 
basis  of  204,637  average),  and  the  figure  was  $40.40  in  1918, 
$38.76  in  1917,  $36.15  in  1916,  $35-25  in  1915  and  $35-39  '^ 
1914.  If  the  number  of  stations  in  use  in  1920,  1921  and  1922 
show  as  large  an  increase  over  the  ntmiber  estimated  as  those 
for  1919,  the  above  figures  would  be  correspondingly  modified. 
The  upward  trend  in  costs  appears  to  be  definitely  changed  in  the 
opposite  direction.  To  what  extent  this  will  affect  the  company's 
estimates  for  1920,  1921  and  1922,  cannot  at  this  time  be  deter- 
mined. Too  much  reliance  cannot,  of  course,  be  placed  on  esti- 
mates made  so  far  in  advance  of  the  event.  However,  taking 
everything  into  consideration,  the  Board  is  of  the  opinion  that 
the  company  is  justified  in  believing  that  the  return  in  1920  will 
be  less  than  in  1919.  If  the  estimate  of  the  number  of  stations 
is  in  error  and  the  company  obtains  a  larger  number  of  sub- 
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scribers,  in  excess  of  its  estimates,  the  result  would  doubtless  be 
different.  Increases  in  the  calling  rate  in  measured-rate  districts 
may  tend  to  improve  the  net  revenue  also,  but  on  the  whole  the 
estimate  for  1920  as  modified  by  the  Board,  is  probably  close  to 
the  figures  which  would  be  realized  for  the  year  if  predicated  on 
the  existing  rates. 

Although  the  earnings  for  the  year  1919  as  reported  exceed 
an  eight  per  cent,  return  on  the  fair  value  of  the  property,  the 
Board  does  not  believe,  in  view  of  the  probable  expenses  for  the 
year  1920,  that  it  would  be  justified  in  ordering  a  reduction  in 
return  at  this  time.  However,  the  Board  is  of  the  opinion  that  it 
should  follow  the  development  of  the  company  very  closely  and 
require  it  to  file  monthly  reports  of  such  data  and  in  such  form 
as  will  enable  the  Board  to  determine  whether  the  net  earnings 
are  increasing  or  decreasing,  after  January  i,  1921. 

On  May  I,  191 9,  while  the  telephone  properties  were  still  under 
his  control,  the  Postmaster  General  put  into  effect  a  number  of 
changes  in  rates  for  exchange  service  affecting  in  general  all 
companies.  In  the  case  of  the  New -York  Telephone  Company 
the  only  result  was  an  increase  in  the  rates  for  rural  or  farmers' 
line  telephones.  Prior  to  May  i,  1919,  the  rate  for  rural  lines 
under  business  classification  was  $24  per  annum.  The  Post- 
master General  increased  this  to  ^27,  The  former  rate  under 
residence  classification  was  $18  and  the  Postmaster  General  in- 
creased it  to  $21  per  annum.     (See  Ex.  P-25.) 

The  company  now  asks  the  Board  for  approval  of  these  rates 
as  it  desires  to  continue  them  in  effect.  It  is  estimated  that  1,522 
stations  are  affected  by  this  tariff,  causing  an  increase  in  the 
revenues  of  $4,566,  compared  with  the  tariff  in  effect  before  the 
Postmaster  General  took  control. 

Since  the  annual  rate  is  increased  $3,  both  for  business  and 
residence  telephones,  the  estimated  increase  in  revenue  is  1,522 
times  $3  or  $4,566,  provided  there  is  no  loss  of  subscribers.  The 
increase  is  about  12  per  cent,  on  the  business  rate  and  16  per  cent, 
on  the  residence  rate.  It  should  be  noted  that  in  fifteen  of  the 
thirty-three  exchange  districts  the  entire  telephone  service  is  of 
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a  rural  character,  or  essentially  so.  It  should  also  be  noted  that 
the  total  number  of  stations  connected  in  these  thirty-three  ex- 
changes varies  from  three  to  nearly  1,500  subscribers. 

Taking  all  things  into  consider  ation,  such  as  the  demonstrated 
large  increase  in  operating  costs  and  of  material  costs,  it  may 
be  regarded  as  reasonable  to  approve  the  Postmaster  General's 
rates  except  as  named  below. 

The  value  of  the  tekphone  to  the  rural  subscriber  depends  on 
two  things,  the  grade  of  service  which  is  furnished^  and  the  ex- 
tent of  the  district  and  number  of  subscribers  with  whcwn  he  is 
allowed  unlimited  communication.  No  testimony  or  complaint 
was  presented  to  the  Board  during  the  hearings  regarding  these 
matters,  and  apparently  the  service  is  reasonably  well  maintained. 
It  is  difficult  to  see,  however,  how  the  service  furnished  to  a  sub- 
scriber in  such  places  as  Cassville,  Jackson's  Mills,-  Laurelton, 
etc.,  can  be  anywhere  near  the  value  of  the  service  furnished  in 
Dover,  Matawan  or  South  River  for  example. 

We  believe  that  such  a  wide  classification  as  the  company  has 
made  is  not  fair  to  the  small  rural  districts,  and  in  the  opinion 
of  the  Board,  it  is  justified  in  directing  the  company  to  establish 
classified  rates  at  least  in  two  steps :  First,  a  rate  for  rural  lines 
in  exchange  districts  where  the  total  stations  connected  are  be- 
tween one  and  500;  and  second,  a  rate  for  exchanges  where  the 
total  stations  are  from  501  to  1,500.  If  the  Postmaster  Gen- 
eral's tariff  which  the  company  asks  to  have  approved  is  applied 
only  to  the  second  class  suggested,  and  the  other  class  reverts  to 
the  old  rates,  the  revenue  which  the  company  would  gain  over 
the  rates  in  effect  before  the  Postmaster  General's  control  would 
be  about  $1,150  instead  of  $4,566.  This  change  would  have  a 
negligible  effect  on  the  total  revenues,  but  would  give  a  fairer  and 
more  satisfactory  division  of  the  schedules. 

MODIFICATION  OF  POSTMASTER  GENERAL'S  RATES  FOR  EXCHANGE 

SERVICE. 

With  respect  to  the  petition  of  the  company  for  approval  of 
some  modification  of  the  Postmaster  General's  rates  now  in  effect, 
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it  may  be  said  that  these  modifications  in  general  effect  no  great 
amoimt  of  revenue  compared  with  the  total  revenue  of  the  com- 
pany. The  company's  estimate  of  the  effect  of  these  changes  on 
revenue  is  an  increase  of  $53,900  per  year,  which  estimate  we 
find  reasonably  in  accord  with  the  calculations  made  on  the 
Board's  behalf.  The  times  are  still  so  unsettled  regarding  the 
cost  of  operating  labor  and  supplies  that  a  detailed  revision  of 
telephone  rates  is  not  a  desirable  venture. 

The  Board  therefore  finds  and  determines : 

That  the  petition  of  the  company  for  increased  rates  should 
be  granted  with  the  following  exceptions  and  subject  to  the  fol- 
lowing conditions : 

(a)  The  schedule  of  rates  for  rural  telephones  in  exchange 
districts  where  the  total  number  of  stations  of  all  kinds  connected 
is  not  more  than  500  shall  revert  to  the  schedule  of  rates  in  effect 
prior  to  August  i,  191 8. 

(b)  The  pr(^)osed  changes  in  rates,  not  as  yet  effective,  should 
be  and  are  hereby  disapproved. 

(c)  As  soon  as  practicable  after  January  i,  1921,  the  company 
shall  furnish  the  Board  with  a  report  showing  the  result  of  its 
operations  in  the  State  of  New  Jersey  for  the  year  1920  to  be 
set  forth  in  schedules  corresponding  to  the  following  schedules  in 
its  form  of  report  made  to  this  Board : 

Schedules  211  B  &  C— Fixed  Capital. 
Schedule  281-^Reserve  for  Depreciation. 
Schedule  282 — Reserve     for     Amortization     of     Intangible 
Capital. 

Schedule  310 — Telephone  Operating  Revenues. 
Schedule  320 — Telephone  Operating  Expenses. 
Schedule  3001 — Income  account  so  far  as  pertinent. 

(d)  Beginning  January  i,  1921,  it  shall  render  monthly  state- 
ments to  the  Board  covering  the  same  schedules  as  immediately 
hereinbefore  recited.  Where  more  convenient  and  pertinent,  the 
reports  required  in  (4)  and  (5)  may  be  rendered  on  forms  used 
for  reports  to  the  American  Telephone  and  Telegraph  Company. 

Dated  December  7,  1920. 
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APPENDIX  I. 

New  York  Tewphone  Company  (State  of  New  Jersey). 

COMPANY    estimates    OF    REVENUES    AND    EXPENSES    FOR    THE    YEAR    I919.    ALSO 

ACTUAL  FIGURES. 

Revenues—                                    U)  (B)  (C)  (D) 
Rates  in  Effect 

July  31, 1918.  Rates  Put  in 

iBx.P-22)  (Com-  BfFtct  Aug. 

mission  Rates  i,  1919  iEx.  Proposed  Actual  Fig' 

Prior  to  Gov't.  P-17)  (.P.M.  Rates  wet  of  19^9 

Control).  G.  Rates).  iBx.P-19).  Operations. 

Exchange  service  revenue,  . .  $6,650,000  $6,855,000  $6,908,900)  $6,862,364 

Toll  service  revenue,  5,174,000  5,55o,ooo  5,550,ooo  5,601,686 

Miscellaneous  revenue,    1x3,000  113,000  113,000  97,572 

Licensee  revenue,  Dr.,  — 510,000  — 535»ooo  —537,000  —52x353 

Total  telephone  revenues,. $11,427,000  $11,983,000  $12,034,900  $12,039,769 
Expenses — 

Current  maintenance,  $x,655,900*  $1,631,000  $1,631,000  $1,689446 

Depreciation    and    amortiza- 
tion,      1,864,000  1,864,000  1,864,000  1,939,672 

Traffic,     2432,851  2432,851  2,432,851  2453.032 

Commercial,     1,175,600  1,175,600  1,175,600  1,194,208 

General  and  miscellaneous,..  324»437  324437  324,437  309,234 

Operating  uncollectible  revs.,  26,300  27,500  27,700  22,105 

Operating  taxes,    1,278,300  1,325,300  1,325,300  1,078,372 

Rent,    expenses    and    deduc- 
tions,      ii7,xio  1x7,1x0  117,110  109,71s 

Total  telephone  expenses,  $8,874,498      $8,897,798      $8,897,998      $8,785,787 

Net  telephone  revenues,   $2,552,502      $3,065,202      $3,136,902      $3,243,982 

/^f^rfljgr^ /mV  z/a/tt^  c/o»me</,..$35,240,ooot  $35,240,000    $35,240,000    $34,700,000 

Per  cent,  return  on  $35,240,000,         724%  8.75%  8.90%     

Per  cent,  return  on  $34,700,000,   9-35% 

Average  stations, 203,402  203,402  203402  204„637 

*  Includes  $24,900  of  cost  of  moving  stations,  omitted  by  the  company  in 
its  exhibits,  but  collected  from  subscribers  arid  treated  as  a  deduction  from 
current  maintenance,  under  the  Postmaster-General's  rates. 

t  This  is  the  company  figure  set  up  in  Exhibit  P-43  and  used  in  Exhibits 
P-17,  P-X9  and  P-22,  but  corrected  by  foot  note  on  first  line  of  column  (15) 
of  Exhibit  P-43. 

t  Company  Exhibit  P-19  shows  $6,913,500,  but  this  erroneously  duplicates 
$4,600  from  rural  rate  changes  heretofore  put  into  eflPect  by  the  Postmaster- 
General. 
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APPENDIX  IL 

NEW   YORK  TKI^EPHONE   COMPANY,    NEW   JERSEY   DIVISIONS. 
COMPANY   EXHIBIT  P-18. 

Company  Estimate  of  Revenue  and  Expenses  for  1920,  1921  and  1922, 
Based  on  Rates  in  Effect  August  i,  1919. 


1920, 
Revenues: 

Exchange  Service,  $7»54i,ooo 

Toll  Service, 6,096,000 

Miscellaneous,   123,000 

Licensee   (Dr.) ,   588,000 

Total,    $13,172,000 

Expenses: 

Current  Maintenance,  $1,875,000 

Depreciation  and  Amortization,  ..  2,112,000 

Traffic,    2,939,400 

Commrt-cial,   1,377,800 

General  and  Miscellaneous, 384,300 

Operating  Uncollectible  Revenue,  30,300 

Operating  Taxes, 1,530,000 

Rent  Expense  and  Deduction,  . . .  137400 

Total, $10,386,200 

Net  Telephone  Revenue, $2,785,800 

Average  Fair  Value 38,365,000 

Per  Cent.  Return, 7.2% 


1921. 


1922, 


$8,140,500 

$8,697,000 

6,580,000 

7,030,000 

133,000 

145,000 

634,500 

678,000 

$14,219,000 

$15,194,000 

$2,113,000 

$2,319,000 

2,352,000 

2,588,000 

3,102,800 

3,241,900 

1,520,500 

1,686,200 

414,700 

443,200 

32,700 

34,900 

1,714,000 

1,903,000 

141,600 

144400 

$11,391,300 

$12,360,600 

$2,827,700 

$2,833,400 

42,433,000 

46,163,000 

6.68% 

6.15% 

No.  873. 

In  THE  Matter  of  the  Application  of  the  Elizabethtown 
Gas  Light  Company,  Cranford  Gas  Light  Company, 
Metuchen  Gas  Light  Company  and  Rahway  Gas  Light 
Company  for  Increased  Rates — Rehearing. 

I.  The  petitioners,  being  dissatisfied  with  the  valuation  and  rate  of  return 
allowed  by  the  Board  in  determining  rates  to  be  charged,  appealed  to  the 
Supreme  Court,  which  remanded  the  proceedings  to  the  Board  for  rehearing. 
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2.  It  was  agreed  in  the  present  proceedings  that  the  Board  should  confine 
its  consideration  to  the  taking  of  evidence  as  to  increased  costs  of  operatioa 
and  taxes  not  in  the  record,  upon  which  its  report  of  May  12.  1920,  was 
based,  with  a  view  to  allowing  the  petitioners  such  increases  as  changed  con- 
ditions have  made  necessary. 

3.  A  schedule  of  rates  to  provide  for  this  is  determined. 

IV,  M.  Wherry,  for  the  Petitioners. 

Joseph  T,  Hague,  for  City  of  Elizabeth. 

F.  M.  P  Pearse,  for  Linden  Township. 

Wesley  Benner,  for  City  of  Metuchen. 

Leo  Goldberger',  for  City  of  Perth  Amboy. 

John  K,  English,  for  Union  Township. 

David  Armstrong,  for  City  of  Rahway. 

/.  H.  Thayer  Martin,  for  Woodbridge  Township. 

On  May  12,  1920,  the  Board  issued  its  majority  report  deny- 
ing the  application  of  the  petitioners  for  increased  rates,  but  per- 
mitting them  to  file,  subject  to  certain  conditions,  the  following 
schedule  of  rates  for  domestic  consumption  of  gas : 

"Far  the  first  100.000  cubic  feet  per  month,  at  the  rate  of  $1.15  net  per  M. 
cubic    feet. 
For  the  next  100,000  cubic  feet  per  month,  at  the  rate  of  $0.95  net  per  M 

cubic   feet. 
For  the  next  100,000  cubic  feet  per  month,  at  the  rate  of  $0.90  net  per  M. 

cubic    feet. 
For  the  next  200,000  cubic  feet  per  month,  at  the  rate  of  $0.85  per  net  M. 

cubic    feet. 
For  the  excess  over  500,000  cubic  feet  per  month,  at  the  rate  of  $0.80  net 

per  M.  cubic  feet. 
The  minimum  bill  to  be  rendered  is  fifty  cents  per  month.** 

The  report  of  May  12,  1920,  also  permitted  the  Elizabethtown 
Gas  Light  Company  to  file  a  wholesale  gas  rate  for  serving  the 
Perth  Amboy  Gas  Light  Company,  Cranford  Gas  Light  Corn- 
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pany,  Metuchen  Gas  Light  Company  and  Rahway  Gas  Light 
Company  as  follows : 

*'Sixty  cents  per  thousand  cubic  feet  so  long  as  served  substantially  the  same 
quantities  of  gas  under  the  same  conditions  as  now  obtain." 

The  net  domestic  rates  above  referred  to  were  approximately 
five  cents  less  per  thousand  cubic  feet  than  the  rates  less  dis- 
counts which  were  petitioned  for. 

During  this  first  hearing,  counsel  for  the  Elizabethtown  Gas 
Light  Company  filed  the  following  schedule  of  rates : 

'*The  rate  to  the  Perth  Amboy  Gas  Light  Company,  the  Cranford  Gas  Light 

Company,  the  Metuchen  Gas  Light  Company,  and  the  Rahway  Gas  Light 

Company  shall  be  as  follows: 

Seventy-six  cents  per  thousand  cubic  feet. 

The  rates  to  all  other  consumers  shall  be  as   follows: 
For  the  first  100,000  Qubic  feet  per  month,  at  the  rate  of  $1.50  per  M.  cubic 

feet. 
For  the  next  100,000  cubic  feet  per  month,  at  the  rate  of  $1.30  per  M.  cubic 

feet. 
For  the  next  100,000  cubic  feet  per  month,  at  the  rate  of  $1.25  per  M.  cubic 

feet. 
For  the  next  200,000  cubic  feet  per  month,  at  the  rate  of  ?i.20  per  M.  cubic 

feet. 
For  the  excess  over  500,000  cubic  feet  per  month,  at  the  rate  of  $1.15  net  per 

M.  cubic  feet." 

At  the  same  time  an  identical  schedule  of  rates  for  domestic 
consumers  was  filed  on  behalf  of  the  other  three  petitioners. 
These  schedules  of  rates  were  suspended. 

The  petitioners,  being  dissatisfied  with  the  valuation  and  rate 
of  return  allowed  by  the  Board,  appealed  the  matter  to  the  New 
Jersey  Supreme  Court,  which  decided  certain  points  adversely  to 
the  findings  in  the  Board's  report  and  remanded  the  proceedings 
to  the  Board  for  rehearing  in  conformity  with  the  opinion  of  the 
court  to  determine  how  much  additional  should  be  allowed  the 
petitioners. 

The  Secretary  of  the  Board  accordingly  sent  out  notices  for  a 
further  hearing  on  the  matter,  September  29,  .1920,  at  Newark. 
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Notice  of  appeal  from  the  order  of  the  Supreme  Court  has 
been  served  upon  counsel  for  the  companies  and  it  has  been 
agreed  that  in  the  instant  proceedings  the  Board  should  confine 
its  consideration  to  the  taking  of  evidence  as  to  increased  costs 
of  operation  and  taxes  not  in  the  record  upon  which  its  report 
of  May  12,  1920,  was  based,  with  a  view  to  allowing  the  peti- 
tioners such  increases  as  changed  conditions  have  made  necessary. 

Accordingly,  the  petitioners  sutaiitted  evidence  assuming  as  a 
rate  of  return  for  capital  the  figure  of  $268,800  allowed  in  the 
Board's  report  of  May  12,  1920,  and  setting  forth  estimates  of 
increases  in  the  cost  of  gas  per  M.  cu.  ft.  consequent  upon  the 
increased  cost  of  labor,  supplies  and  taxes.  Two  expert  wit- 
nesses appeared  on  behalf  of  the  petitioners,  one  expert  having 
testified  in  the  original  case,  and  the  second  having  been  brought 
in  presumably  for  the  purposes  of  corroboration.  The  principal 
basis  for  the  increase  was  set  forth  in  Exhibit  P-2,  a  copy  of 
which  is  annexed  to  this  report  in  Appendix  I.  This  was  sub- 
mitted by  the  first  expert  above  referred  to.  A  reference  to  this 
exhibit  will  indicate  that  the  expert  took  into  account  the  increase 
in  the  combined  sales  of  the  petitioners  and  from  that  determined 
the  number  of  thousand  cubic  feet  of  gas  necessary  to  be  made. 
Since  the  issuance  of  the  original  report  the  calorific  standard  has 
been  changed  from  an  average  of  600  B.  t.  u.  per  thousand  cubic 
feet  of  gas  to  a  minimum  of  525  B.  t.  u.  of  gas.  This  change 
in  standard  was  taken  into  consideration  by  the  experts,  together 
with  the  changes  in  price  of  boiler  fuel,  in  the  price  and  amount 
per  thousand  cubic  feet  of  generator  fuel,  and  in  the  price  and 
number  of  gallons  per  thousand  cubic  feet  of  gas  oil  as  modified 
by  the  change  in  standard  and  prices.  The  details  of  the  compu- 
tation for  the  year  ending  October  31  are  set  forth  in  Exhibit 
P-2  in  general,  accompanying  data  having  been  given  in  Exhibit 
P-i,  leading  to  the  figures  shown  under  the  head  of  operating 
expenses.  Evidence  indicated  that  since  July  i  the  Elizabeth- 
town  Gas  Light  Company  (the  manufacturing  company)  had 
paid  12.25  cents  per  gallon  for  gas  oil.  In  Exhibit  P-2  the 
figure  of  13  cents  per  gallon  is  assumed.    As  there  is  no  certainty 
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that  this  13  cents  will  be  paid  by  the  company,  the  Board  will 
modify  the  amount  of  $550,400  for  gas  oil  to  be  used  in  the  year 
ending  October  31,  .1921,  to  conform  to  the  price  of  12.25  cents 
actually  paid  by  the  company.  This  will  effect  a  decrease  for 
that  item  of  $31,758.  (To  provide  for  the  franchise  and  gross 
receipts  taxes  will  require  this  deduction  to  be  increased  to 
$34,585,  as  hereafter  referred  to.) 

The  taxes  charged  in  the  Board's  report  were  taken  at  the 
figure  of  $98,000,  based  on  a  smaller  revenue,  however,  which 
will,  according  to  Exhibit  P-2,  increase  for  the  year  in  question 
to  the  aggregate  of  $216,905,  an  increase  of  upwards  of  100  per 
•  cent.    Included  in  these  taxes,  however,  are  the  normal  income 
taxes  of  2  per  cent.     In  the  original  case  counsel  for  the  peti- 
tioners, at  page  30  of  his  brief,  expressed  the  following  opinion : 
"The  only  other  controversy  is  in  regard  to  the 
amount  of  Federal  income  taxes.    Federal  income  taxes 
are  of  two  sorts,  normal  income  tax  and  an  excess  tax. 
The  normal  income  tax  is  .clearly  not  an  operating 
expense.     It  is  a  payment  made  to  the  United  States 
Government  on  behalf  of  the  stockholders  of  the  com- 
pany and  is  deductable  from  their  own  income  tax  re- 
turn.   For  this  reason  it  is  apparent  that  this  two  per 
cent,  is  not  a  part  of  operating  expenses  of  the  com- 
pany, but  is  a  part  of  the  return  which  the  investor  gets 
just  as  dividends  are.     It  should  be  extracted  from 
operating  expenses,     *     *     *     On  the  other  hand,  Mr. 
Forstairs  estimate  for  taxes  is  too  low,  as  it  excluded 
the  whole  Federal  tax  instead  of  merely  the  $2,939.49, 
which  is  the  two  per  cent,  paid  on  account  of  the 
stockholders." 
The  record  does  not  reveal  the  amount  assigned  to  the  normal 
income  tax  of  2  per  cent.,  but  the  Board  will  deduct  the  figure 
of  $2,939  set  forth  in  the  above  quotation. 

The  sum  of  the  deductions,  $31,758  from  the  estimated  cost 
of  oil  and  of  $2,939  ^^^^  the  capital  stock  tax,  aggregates 
$34,697.     In  the  company's  estimate  a  franctiise  and  gross  re- 
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ceipts  tax  combined  and  aggregating  8.25  per  cent.,  is  estimated, 
the  first  amount  for  franchise  tax  being  a  statutory  requirement 
and  the  second  amount  being  determined  by  the  average  rate 
of  taxation  in  the  State  applied  to  the  gross  income  of  the  com- 
pany. A  reduction  of  $34,697  will  therefore  require  a  corre- 
sponding reduction  in  this  franchise  and  gross  receipts  tax  based 
upon  gross  income.  As  the  $145,400  amounts  to  an  addition  of 
substantially  9  per  cent,  of  the  other  costs,  9  per  cent,  of  $34,697 
should  be  deducted  for  the  decrease  in  taxes  incident  to  the  above 
indicated  reduction.  The  amount  of  taxes  so  deducted  will 
approximate  $3,123,  which,  added  to  the  amount  of  $34,697, 
makes  a  total  deduction  of  $37,820.  The  amount  allocated  to 
domestic  customers  on  Exhibit  P-2  is  $1,560,405.  Deducting 
$37,820  from  this,  leaves  the  amount  of  $1,522,585.  The  sales 
to  private  customers  are  estimated  at  1,098,450  M.  cubic  feet. 
Dividing  $1,522,585  by  this  1,098,450  M.  cubic  feet  of  gas  gives 
an  average  rate  of  $1,386.  The  amotmt  of  $33,300  charged  for 
consumption  of  approxin^tely  32,000  M.  cubic  feet  of  gas  used 
by  municipal  street  lights  appears  to  be  disproportionately  low. 
The  increase  in  this  amount  in  proportion  to  the  total  revenue, 
however,  is  small,  but  will  be  sufficient  if  collected  to  increase 
the  total  revenue  so  as  to  permit  a  base  rate  of  $1.40  for  domestic 
consumption.  It  is  possible  also  that  a  rigid  analysis  might  indi- 
cate an  increase  of  several  cents  in  the  cost  of  gas  to  the  Perth 
Amboy  Gas  Light  Company,  but  this  would  not  be  sufficient  to 
affect  the  domestic  rate  in  view  of  the  fact  that  the  gas  consumed 
in  the  latter  service  is  some  six  or  seven  times  that  estimated  to 
be  delivered  to  Perth  Amboy.  It  is  to  be  remarked,  however, 
that  the  company  in  filing  rates,  is  chargeable  with  any  loss  due 
to  the  serving  of  any  particular  class  of  customers  at  a  lower 
rate  of  return  than  the  fair  return  afforded  by  rates  paid  by  other 
classes  of  customers ;  that  will  be  taken  into  consideration  when 
the  necessity  of  so  doing  shall  arise. 

It  is  to  be  noted  that  the  major  factors  moving  the  petitioners 
to  make  application  for  further  increase  are  the  very  large  in- 
creases in  the  cost  of  gas  oil  and  in  taxes  which  the  company 
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must  pay.  These  are  set  forth  in  cents  per  M.  cubic  feet  in 
Appendix  II.  In  its  report  of  May,  1920,  the  Board  assumed  a 
cost  of  7  cents  a  gallon  for  gas  oil.  This  has  increased  since  the 
Board's  report  was  issued  to  12.25  cents.  Taxes,  which  were 
taken  at  approximately  $98,000,  are  estimated  by  the  company  at 
approximately  $217,000,  which  may  be  reduced  to  about 
$214,000  by  reason  of  the  deduction  above  made  in  the  estimated 
cost  of  oil  for  the  ensuing  year  and  by  reason  of  the  elimination 
of  the  capital  stock  tax  from  the  company's  costs.  It  is  evident 
that  the  taxes  which  the  company  will  have  to  pay  upon  the 
revenue  received  during  the  year  ending  October  31,  1921, 
will  be  more  than  double  the  taxes  estimated  by  the  Board  in  its 
former  report  and  will  aggregate  substantially  one-eighth  of  the 
revenue  received  by  the  company.  This  increase  in  taxes  is  next 
to  the  largest  single  item  of  increase  moving  the  Board  to  afford 
further  relief  to  the  petitioners  in  the  way  of  increased  rates,  and 
is  not  within  control  of  the  petitioners. 

The  current  market  reports  indicate  recessions  in  the  prices  of 
many  commodities.  It  therefore  appears  to  be  in  the  public  in- 
terest that  the  Board  should  retain  jurisdiction  of  the. rates  here- 
inafter allowed  to  be  filed  to  the  end  that  modifications  be  made 
when  operating  results  indicate  the  necessity  of  such  action. 

The  Board  therefore  finds  and  determines: 

1.  That  the  rates  as  filed  are  and  should  be  disapproved. 

2.  That,  on  or  before  December  15,  the  petitioners  may  each 
file,  subject  to  conditions  hereinafter  recited,  a  new  schedule  of 
net  rates,  effective  for  gas  consumed  between  the  usual  meter 
readings  in  November  and  in  December,  1920  (usually  known 
as  the  December  sales),  as  follows: 

For  the  first  100,000  cubic  feet  per  month,  at  the  rate  of  $1.40  net  per  M. 

cubic  feet. 
For  the  next  100,000  cubic  feet  per  month,  at '  the  rate  of  $1.20  net  per  M. 

cubic  feet. 
For  the  next  100,000  cubic  feet  per  month,  at  the  rate  of  $1.15  net  per  M. 

cubic  feet. 
For  the  next  200,000  cubic  feet  per  month,  at  the  rate  of  $1.10  net  per  M. 

cubic   feet. 
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For  the  excess  over  500,000  cubic  feet  per  month,  at  the  rate  of  $1.05  net  per 
M.  cubic  feet. 

The  minimum  bill  to  be  rendered  is  sixty-five  cents  per  month. 

3.  The  Elizabethtown  Glas  Light  Company  may  file  a  wholesale 
rate  for  serving  the  Perth  Amboy  Gas  Light  Company,  Metuchen 
Gas  Light  Company,  Cranford  Gas  Light  Company,  and  the 
Rahway  Gas  Light  Company  as  follows : 

Seventy-six  cents  per  thousand  cubic  feet  so  long  as  served  substantially 
the  same  quantities  of  gas  under  the  same  conditions  as  now  obtain. 

4.  Acceptance  by  the  petitioners  of  the  increases  herein  al- 
lowed will  be  taken  as  a  stipulation  that  abrogation  or  modifica- 
tion of  the  increase  in  rates  may  be  made  as  and  if  conditions  as 
indicated  by  operating  results  both  as  to  revenue  and  the 
character  of  service  rendered  warrant. 

5.  Beginning  at  the  effective  date  of  the  rates  herein  allowed, 
the  four  petitioners  shall  render  the  Board  combined  monthly  re- 
ports eliminating  inter-company  charges  and  credits.  These  re- 
ports are  to  show  the  Operating  Revenues,  Operating  Deduc- 
tions, excluding  Amortization,  Non-Operating  Income,  Income 
Deductions,  and  balance  available  for  General  Amortization, 
Dividends  and  Surplus  and  also  the  amount  appropriated  for 
General  Amortization,  together  with  a  comparison  with  the 
figures  for  the  corresponding  period  of  the  preceding  year.  These 
reports  may  preferably  follow  the  form  shown  in  the  annual 
report  for  gas  utilities  (page  21,  income  statement,  page  22, 
lines  I  to  II,  operating  revenues,  page  26,  lines  2^]  to  37  with 
the  amount  appropriated  for  amortization,  account  495,  stated 
separately  under  VI).  And  the  Board  will  retain  jurisdiction  of 
the  increase  in  rates  as  herein  approved  for  the  purpose  of 
modifying  same  as  and  if  the  conditions  change. 

Dated  December  7,  1920. 

Commissioner  Wright  dissents. 
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APPENDIX  I. 

OPERATING    EXPENSES,    AND   OTHER    REVENUE    DEDUCTIONS,    AMOUNT    FOR    RETURN 

UPON   INVESTMENT  AND  PRICE  TO  BE  CHARGED  FOR  GAS  AS  ESTIMATED 

FOR  TWEI^VE  MONTHS  ENDING  OCT.  3I,  I92I. 

Estimated    Make,    1 460,000,000  cu.  ft. 

"  Sale 1,310,680,000  cu.  ft. 

Calorific  Value  535  B.  t.  u.  per  cubic  foot. 

Boiler  Fuel  10.5  lb.  per  1,000  cu.  ft  made  at  $8.40  per  gross  ton. 
Generator  Fuel  36.1  lb.  per  1,000  cu.  ft.  made  at  $1049  PC  gross  ton. 
Gas  Oil  2.9  gal.  per  1,000  cu.  ft.  made  at  $0.13  per  gallon. 


Operating  Expenses, 


Per  M  Sold 
Public 
Company's  Utilities 
Bstimate.    Report,    Increase. 


Production  Labor,   $103,000 

Boiler  Fuel,   57»500 

Generator  Fuel,    247,800 

Gas  Oil,  550400 

Repairs,    29,200 

All  Other  Prcxluction,   24,800 


Less    Residuals, 


$1,012,700 
$18400 


$994,300    $0.7586 

Holder  to  Burner 238  400      0.1819 

Amortization,    57.600      0.0440 

Taxes — 

Franchise  and  Gross  Receipts,   .. 
Real  Estate  and  Capital  Stock,  . . 

Federal   Excess   Profits,    

Federal  Income,   

Uncollectible  Bills,    


145400 

12,000 

29,861 

29,644 

2,900 


$0.5118      $0.2468 
0.1887       0.0068* 
0.0474        o.OQ34^ 


.0.1655        0.0844       0.081 1 


0.0022 


Total   Revenue   Deductions $1,510,105    $1.1522 

Return,    268(,8oo      0.2051 


0.0022 


$0.8344      $0.3178 
0.2315       0.0264* 


Total  Revenue  Required,   $1,778,905    $i,357^      $1.0655^^  $0.2913 


♦Decrease. 
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Per  M  Sold 
Public 
Company* s  Utilities 
Operating  Expenses,  Estimate.    Report.    Increase, 

Total   Revenue   Required,    $i»778,905 

Street  Lighting,   $33»300 

Perth    Amboy,    136,800 

Residuals, 18,400 

Merchandise  and  Non-Operating,  . .        30,000        218,500 

$1,560405 
For  Sales  to   Private   Consumers  of   1,098,450  M  cu.   ft.  this  calls   for   an 
average  price  of  $1.4197  or  a  base  price  of  $1.45. 

APPENDIX  II. 

SHOWING   INCREASES  IN   COSTS    (PER  1,000  CU.    FT.  OF  ALL  GAS   SOU))    OF 
MANUFACTURING    MATERIALS,    WAGES    AND   TAXES    FOR 

THE    ELIZABETHTOWN    GAS    LIGHT  ^COMPANY'S  ^ 

SYSTEM   OVER   THOSE   CONSIDERED   IN    THE 
board's    REPORT    OF    MAY     12,     1 920, 
BASED    ON    EX.    P-I. 

Cents  Per  hf 
Cu.  Ft. 

Boiler   Fuel 1.30  c 

Generator  Fuel,  4,97 

Gas   Oil,    15.44 

Production   Labor,    1.12 

Total    Production    Labor,    22.84 

Distribution   and   General   Wages,    146 

Taxes,    9.07 

Total 33.37 

Net  decrease  for  use  of  capital  amortization  and  other  items  due  to 
large   sales,    4.24 

Average   Increase   Shown   on   Ex.    P-2,    29.13 

Adjustments  Made  by  Board   (decrease),   2.89 

Adjusted  average  Increase  on  all  Sales 26.24  c 
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No.  874. 

In  the  Matter  of  Investigation  of  the  Service  Afforded 
BY  THE  Millville  Electric  Light  Company. 

1.  The  Millville  Electric  Light  Company  has  apparently  grouped  all  appli- 
cants for  service  together,  and  upon  the  plea  that  it  is  out  of  funds  refuses 
service  to  any  applicant  not  now  connected  to  its  system,  without  regard  to 
the  question  whether  all  that  is  required  is  the  installation  of  the  meter  and 
the  running  of  the  service  wires,  without  pole  construction. 

2.  The  Board  is  not  satisfied  that  the  cost  to  the  company  of  connecting 
the  comparatively  few  customers  who  desire  service,  for  whom  no  additional 
poles  need  be  placed,  will  be  so  great  the  company  cannot  meet  the  expendr- 
ture  necessary  for  this  purpose.  These  customers,  when  connected,  will  be 
additional  sources  of  revenue  and  it  would  be  to  the  company's  advantage  to 
have  them  connected. 

3.  The  Board  finds  and  determines  that  in  refusing  service  to  applicants 
for  the  same,  where  it  is  unnecessary  to  install  a  pole  to  carry  service  wires, 
the  Millville  Electric  Light  Company  does  not  furnish  safe,  adequate  and 
proper  service  and  does  not  keep  and  maintain  its  property  and  equipment 
in  such  condition  as  will  enable  it  to  do  so. 

Joseph  J.  Summerill,  for  the  Company. 

A  complaint  was  received  from  Charles  Griner,  of  Millville, 
which  recites  that 

**For  two  months  I  have  been  trying  to  get  electric 
service  from  the  Millville  Electric  Light  Company  in- 
stalled in  my  residence,  Ninth  and  Main  Streets,  Mill- 
ville.   The  service  wire  runs  directly  past  my  property, 
.within  twenty  feet,  and  my  next-door  neighbors  on 
both  sides  have  electric  service.     I  have  signed  a  con- 
tract with  the  company  to  pay  whatever  rates  this  Com- 
mission may  prescribe.    The  company  will  give  me  no 
satisfaction  why  it  will  not  give  me  service,  either  now 
or  any  prospect  for  the  future.    Will  this  Commission 
kindly  give  this  matter  its  consideration  with  a  view  of 
giving  relief  in  the  matter  as  it  considers  fit?*' 
A  copy  of  this  was  sent  to  Mr.  S.  J.  Franklin,  General  Man- 
ager of  the  company,  who  in  a  communication  to  the  Board 
37 
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admitted  that  service  had  been  denied  the  complainant  on  the 
ground  that  the  company  was  out  of  funds. 

Upon  receipt  of  the  answer  the  Board,  on  its  own  initiative, 
called  a  hearing  for  the  purpose  of  determining  whether  the 
Millville  Electric  Light  Company,  in  refusing  service  to  appli- 
cants for  the  same,  where  extensions  of  its  facilities  are  not 
required,  furnishes  safe,  adequate  and  proper  service,  and  keeps 
and  maintains  its  property  and  equipment  in  such  condition  as 
will  enable  it  to  do  so. 

Ehje  notice  of  the  hearing  was  given  and  the  Millville  Electric 
Light  Company  was  represented  thereat.  Mr.  Franklin  gave 
testimony  on  behalf  of  the  company.  In  his  testimony  Mr. 
Franklin  claims  that  the  company  has  no  money  with  which  to 
connect  any  additional  customers;  "that  it  is  not  gi  question  of 
waiting  until  we  get  better  rates ;  that  has  nothing:  to  do  with  it 
whatever.  It  is  simply  a  fact  we  are  out  of  cash  and  we  have 
no  material  on  hand;  we  have  used  up  all  we  had.  *  *  * 
We  have  a  little  over  forty  applications  on  our  books  there  want- 
ing services  run  and  meters,  and  some  need  extensions  of  three 
hundred,  six  hundred  to  eight  hundred  feet,  something  like  that." 
He  estimated  that  the  average  cost  of  the  services  to  be  run 
would  be  around  $40 ;  that  in  this  he  was  taking  the  poles  which 
would  have  to  be  set  where  poles  would  be  required.  The  fol- 
lowing is  from  the  testimony : 

**Q.  You  have  a  good  many  customers  who  want 
service  and  who  could  be  supplied  with   the  service 
without  the  necessity  of  erecting  poles? 
A.  Very  few. 
Q.  There  are  some  ? 

A.  There  might  be  three  or  four,  or  five;  I  don't 
know.    I  haven't  been  to  each  individual  house. 

Q.  You  are  withholding  service  from  those  just  as 
you  are  withholding  service  from  those  you  would  have 
to  place  poles  for? 

A.  Yes ;  I  argue  this  way ;  would  it  be  right  to  take  a 
man — shouldn't  we  take  them  in  turn,  the  applications 
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as  they  come  in,  instead  of  taking  the  easy  ones  and 
leaving  the  hard  ones  alone?" 

There  is  aj^rently  a  misunderstanding  on  the  part  of  the 
manager  of  the  company  as  to  the  company*s  duty  with  respect 
to  connecting  new  customers  to  its  system.  If  the  building  where 
service  is  desired  is  on  a  street  through  which  the  company's  dis- 
tributing facilities  have  been  run,  the  building  is  not  so  located 
that  it  is  necessary  to  place  a  pole  to  carry  the  wires  to  the 
premises,  and  all  that  is  required  is  the  installation  of  a  meter 
and  the  running  of  the  ordinary  service  wires  from  the  meter  to 
the  distributing  wire,  this  is  not,  in  the  Board's  judgment,  an 
extension  of  the  company's  facilities  which  falls  within  the  pro- 
visions of  (c)  of  Section  17  of  the  Public  Utility  Act. 

It  is  the  practice  of  utilities,  where  parties  desiring  service  are 
located  a  considerable  distance  from  the  pole  line  and  special  con- 
struction is  required,  to  enter  into  agreements  with  the  parties 
desiring  service  whereby  they  defray  in  whole  or  part  the  cost 
of  the  construction,  upon  the  understanding  that  refunds  shall  be 
made,  dependent  upon  the  revenue  to  the  company.  Where  the 
terms  proposed  by  a  utility  for  such  construction  are  regarded 
as  unreasonaWe,  the  Board,  under  the  provisions  of  the  law  re- 
ferred to,  has  authority  to  order  the  extension  made  when  it 
appears  that  the  extension  **is  reasonaWe  and  practicable  and  will 
furnish  sufficient  business  to  justify  the  construction  and  main- 
tenance of  the  same,  and  when  the  financial  condition  of  the  said 
public  utility  reasonably  warrants  the  original  expenditure  re- 
quired in  making  and  operating  such  extension." 

The  Millville  Electric  Light  Company  has  apparently  grouped 
all  applicants  for  service  together,  and  upon  the  plea  that  it  is 
out  of  funds,  refuses  service  to  any  applicant  not  now  connected 
to  its  system,  without  regard  to  the  question  whether  all  that  is 
required  is  the  installation  of  the  meter  and  the  running  of  the 
service  wires,  without  pole  construction.  It  is  the  Board's  opinion 
that  where  special  construction  is  required  the  company  instead 
of  arbitrarily  refusing  to  connect  the  premises  should  ask  the 
co-operation  of  the  prospective  user.     In  many  cases  no  doubt 


Digitized  by 


Google 


580         Board  o^  Pubuc  Utiuty  Commissioners. 

Service — Millville  Electric  Light  Co. 

applicants  could  come  to  agreements  with  the  company  by  which 
the  facilities  could  be  extended  and  service  afforded. 

Should  there  come  before  the  Board  the  question  whether  in 
particular  cases,  in  which  agreements  are  not  reached,  the  action 
of  the  company  is  reasonable  in  refusing  to  extend  its  facilities 
to  supply  service,  the  Board  will  afford  the  parties  in  interest 
opportunity  to  be  heard  and  will  make  such  findings  and  orders 
as  the  facts  appear  to  warrant. 

The  Board,  notwithstanding  the  general  statement  of  the  man- 
ager of  the  company,  is  not  satisfied  that  the  cost  to  the  company 
of  connecting  the  comparatively  few  customers  who  desire  ser- 
vice, for  whom  no  additional  poles  need  be  placed,  will  be  so 
great  the  company  cannot  meet  the  expenditure  necessary  for 
this  purpose.  Those  customers,  when  connected,  will  be  addi- 
tional sources  of  revenue  to  the  company,  and  it  would  be  to  the 
company's  advantage  to  have  them  connected. 

The  Board  therefore  will  hold,  and  finds  and  determines  that 
in  refusing  service  to  applicants  for  the  same  where  it  is  unneces- 
sary to  install  a  pole  to  carry  service  wires,  the  Millville  Electric 
Light  Company  does  not  furnish  safe,  adequate  and  proper  ser- 
vice, and  does  not  keep  and  maintain  its  property  and  equipment 
in  such  condition  as  will  enable  it  to  do  so. 

An  order  consistent  with  this  will  be  entered. 

Dated  December  9,  1920. 

ORDER. 

This  matter  having  been  duly  heard  and  the  Board  having  on 
the  date  hereof  made  and  filed  a  report  stating  its  findings  of  fact 
and  conclusions  thereon,  which  report  by  reference  thereto  herein 
is  made  part  hereof,  the  Board 

Hereby  orders  and  directs  the  Millville  Electric  Light  Com- 
pany, in  each  case  where  application  is  made  to  it  for  service 
which  would  be  normally  supplied  from  its  overhead  system,  and 
service  wires  can  be  connected  without  the  erection  of  a  pole,  to 
install  a  meter,  connect  the  same  to  the  company's  system,  and 
furnish  service  at  the  company's  schedule  of  rates  for  the  same, 
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subject  to  the  general  rules  and  regulations  applicable  to  the  cus- 
tomers of  the  company. 

This  Order  shall  become  effective  January  i,  1921. 

Dated  December  9, 1920.. 


No.  875. 

In  the  Matter  of  the  Appucation  of  New  Jersey  and 
Pennsylvania  Traction  Company  for  Increased  Pas- 
senger AND  Freight  Rates. 

1.  Application  is  made  by  an  electric  railway  for  increases  in  freight  and 
passenger  rates. 

2.  The  petitioner  has  two  competitors  providing  transportation  between 
Trenton  and  Princeton  at  lower  rates  of  fare.  It  seems  highly  probable  that 
any  increase  in  the  passenger  rates  as  proposed  will  result  in  a  loss  of 
passenger  traffic  to  such  an  extent  as  to  negative  an  increase  in  revenue  if 
the  proposed  rate  is  allowed. 

3.  The  Board  approves  the  40  per  cent  increase  in  commodity  freight  rates 
and  the  20  per  cent,  package  express  rates ;  but  disapproves  a  charge  of  eight 
cents  in  each  passenger  fare  zone. 

Edward  L.  Katzenbach  and  Edgar  W,  Hunt,  for  the  Company. 

Charles  E.  Bird  and  Henry  M.  Hartmann,  for  the  City  of 
Trenton. 

Harvey  T.  Satterthwaite,  for  Lawrence  Township. 

The  petition  filed  in  this  matter  by  the  New  Jersey  and  Penn- 
sylvania Traction  Company  asks  for  increased  rates  as  follows : 

Passenger  fares,  i  cent  per  zone,  making  the  fare  between  Trenton 

and  Princeton  ^  cents,  an  increase  of  4  cents  or 14.2857% 

Commodity  freight  rates, 40% 

Package  express, 20% 

The  fare  history  of  the  petitioner  shows  that  the  original  rate 
of  fare  between  Princeton  and  Trenton  in  existence  in  1903  was 
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ID  cents.  Beginning  February  5,  191 3,  three  zones  were  installed 
of  5  cents,  each  making  the  fare  15  cents  from  Princeton  to 
Trenton.  At  that  time  twelve  tickets  for  $1  were  sold  by  the 
company,  which  practice  was  discontinued  October  10,  1916.  On 
October  19,  19 16,  the  distance  between  Princeton  and  Trenton 
was  divided  into  four  zones  of  5  cents  each,  with  the  provision 
that  the  fare  between  any  point  in  Princeton  and  any  point  in 
Lawrenceville  or  between  any  point  in  Lawrenceville  or  any  point 
in  Trenton  should  not  exceed  10  cents.  The  sale  of  twelve 
tickets  for  $1  was  also  continued  in  so  far  as  the  same  were  to 
be  good  between  Lawrenceville  and  Trenton  and  for  Princeton. 
On  May  26,  191 8,  the  fare  was  raised  to  six  cents  per  zone  of 
four  zones  and  the  sale  of  tickets  at  twelve  for  $1  withdrawn. 
On  December  5,  191 8,  the  fare  was  made  7  cents  per  zone  for 
four  zones  or  28  cents  between  Princeton  and  Trenton. 

The  petitioner  has  two  competitors  which  provide  transporta- 
tion between  Trenton  and  Princeton  at  lower  rates  of  fare.  One 
of  these,  The  Pennsylvania  Railroad  Company,  now  sells  a 
monthly  commutation  ticket  at  less  than  23  cents  per  ride  as 
compared  with  the  proposed  increased  rate  of  the  petitioner  of 
32  cents  per  ride.  The  other,  the  Trenton  and  Mercer  County 
Traction  Company,  which  operates  a  competing  trolley  line  from 
Princeton  to  Trenton,  charges  21  cents  a  ride,  with  transfer  privi- 
leges anywhere  in  the  City  of  Trenton. 

These  unusual  competitive  conditions  have  been  noted  in  the 
previous  applicatic«is  for  increase  in  rates  by  the  petitioner  in 
this  case,  and  in  the  matter  of  the  Proposed  Increase  of  Passenger 
Fares  and  Freight  Rates  by  the  New  Jersey  and  Pennsylvania 
Traction  Company  (Vol.  6  Reports  of  the  Board  of  Public 
Utility  Commissioners,  page  613),  the  Board  stated,  "We  doubt 
if  the  increase  in  fare  from  6  cents  to  7  cents  in  each  zone  is 
the  best  solution  of  the  company's  financial  problan,  but  we  will 
permit  a  trial  of  it." 

It  seems  highly  probable  that  any  increase  in  the  passenger  rates 
as  proposed,  will  result  in  a  loss  of  passenger  traffic  to  such  an 
extent  as  to  negative  an  increase  in  revenue  if  the  proposed  rate 
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is  aHowcd.  It  is  apparent  that  the  immediate  result  of  each  of  the 
past  increases  in  passenger  fare  has  been  a  material  falling  oflf  in 
nimiber  of  passengers  carried.  Such  an  increase  in  passenger 
rates  as  petitioner  now  desires  would  not  in  our  judgment  im- 
prove the  present  financial  conditions  of  the  company  and  would 
not  give  the  company  a  fair  and  reasonable  return  on  the  value 
of  its  property  used  and  useful  in  public  interest. 

In  the  matter  of  the  increase  in  the  commodity  freight  rates 
and  package  express  rates  the  same  objection  does  xK>t  lie.  Such 
an  increase  will,  it  is  estimated,  increase  the  revenue  of  the  com- 
pany approximately  $4,000. 

The  increase  in  the  freight  rates  already  permitted  by  the 
Interstate  Commerce  Commission  on  interstate  freight  will  add 
considerably  to  the  company's  income,  which  taken  in  connection 
with  the  proposed  ipcrease  in  freight  and  package  express  rates 
intrastate,  should  substantially  increase  the  petitioner's  gross 
revenue. 

It  is  useless  to  reiterate  our  recommendations  in  former  re- 
ports to  this  company  except  to  again  urge  that  "a  study  of 
traffic  conditions  might  reveal  the  necessity  of  the  re-arrange- 
ment of  zones,  a  modification  of  the  service  in  each  zone,  and 
the /encouragement,  rather  than  discouragement,  of  the  profitable 
sViort  haul  traffic." 

Owing  to  the  peculiar  location  and  characteristics  of  this 
trolley  road  and  its  competitors  which  we  have  previously  re- 
ferred to,  some  serious  consideration  must  be  given  by  the  com- 
pany to  the  establishment  of  commutation  rates ;  monthly  tickets 
and  other  forms  of  rates  for  the  commuting  class  in  this 
territory. 

This  is  the  fifth  application  of  the  company  for  increase  in 
passenger  fares  and  we  deem  it  of  great  importance  that  such 
form  of  rates  be  studied  and  applied  in  any  further  adjustment 
of  rate  schedules.  This  we  are  unable  to  intelligently  consider 
with  the  record  before  us. 

The  Board  therefore  approves  the  40  per  cent,  increase  in 
commodity  freight  rates  and  the  20  per  cent,  package  express 
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rates  as  detailed  in  the  schedule  of  tariffs  of  the  company  filed 
in  this  proceeding. 

The  Board  disapproves  the  rate  or  charge  of  8  cents  in  each 
fare  zone  and  denies  the  petition  of  the  company  for  an  increase 
of  one  cent  per  zone  in  passenger  fares. 

Dated  December  14,  1920. 

By  Commissioner  Gaul. 

I  concur  with  my  colleagues  in  allowing  the  New  Jersey  and 
Pennsylvania  Traction  Company  an  increase  in  freight  and  pack- 
age rates,  but  I  do  not  agree  with  their  refusal  to  allow  an  eight- 
cent   fare. 

In  this  case  the  company  has  not  asked  for  a  rate  which  would 
give  a  fair  retunt  upon  the  pre-war  value  of  the  tangible  property 
used  and  useful,  but  for  a  minimum  rate  which  will  barely  allow 
it  to  pay  its  operating  expenses  and  taxes.  My  colleagues  are 
convinced  that  the  rates  asked  exceed  the  value  of  the  service 
and  are  more  than  the  traffic  will  bear.  When,  however,  condi- 
'  tions  are  so  serious  that  a  discontinuance  of  service  is  possible 
unless  the  company  receives  the  rate  asked,  it  is  my  opinion  that 
the  people  served  are  the  ones  to  decide  whether  or  not  the  charge 
exceeds  the  value  of  the  service.  If  they  will  not  purchase  ^he 
service  the  utility  must  suffer  the  same  consequences  as  a  private 
enterprise  which  cannot  profitably  sell  its  product.  It  must  dis- 
continue business  and  take  its  losses. 

Therefore,  I  would  allow  the  application  of  the  company  for 
an  eight-cent  fare  and  leave  it  to  the  people  to  decide  for  them- 
selves (by  giving  or  withholding  their  patronage)  whether  the 
company  should  continue  to  serve  them  or  not. 
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No.  876. 

In  the  Matter  of  the  Appucation  of  the  Perth  Amboy 
Gas  Light  Company  for  Increased  Rates — Rehearing. 

1.  It  is  estimated  that  the  petitioner  buys  180  million  cubic  feet  of  gas  at 
76  cents  per  thousand  cubic  feet  from  the  Elizabethtown  Gas  Light  Company 
and  manufactures  70  million  cubic  feet  at  its  coal  gas  plant. 

2.  The  gas  produced  aX  the  petitioner's  plant  will  cost  approximately  92.5 
cents,  which,  with  taxes  on  the  excess  over  76  cents,  will  make  the  final  costs 
(as  reflected  in  revenue)  equal  to  approximately  $1.00  per  thousand  cubic 
feet. 

3.  Testimony  has  indicated  that  the  Elizabethtown  Gas  Light  Company  has 
a  sufficient  spare  capacity  to  supply  all  the  gas  estimated  to  be  used  by  the 
petitioner  at  a  price  of  76  cents  per  thousand  cubic  feet,  and  that  the 
petitioner  should  buy  gas  if  the  price  is  lower  than  the  cost  of  manufacture 
in  its  own  plant.  The  Board  must  assume  that  the  petitioner  will  buy  all  of 
this  gas  to  the  end  that  its  costs  may  be  considerably  decreased. 

4.  The  Board  concludes  that  the  base  rate  should  be  taken  at  $1.40  per 
thousand  cubic  feet. 

5.  In  view  of  the  present  market  conditions  and  the  change  in  price  of 
many  commodities  and  of  the  cQst  of  labor,  the  Board  will  retain  jurisdiction 
to  the  end  that  modifications  may  be  made  as  and  when  operating  results 
indicate  the  necessity  for  such  action. 

William  M.  Wherry,  for  the  Petitioner. 

Leo  Goldberger,  for  the  City  of  Perth  Amboy. 

/.  H.  Thayer  Martin,  for  Woodbridge  Township. 

On  May  12,  1920,  the  Board  issued  its  majority  report  deny- 
ing the  application  for  increased  rates  filed  by  the  petitioner,  but 
permitting  it  to  file,  subject  to  certain  conditions,  the  following 
schedule  of  rates: 

$1.15  net  per  thousand  cubic  feet  of  gas  sold. 

The  minimum  bill  of  fifty  cents  is  to  be  rendered  for  the  gas  computed  at 
this  rate. 

Bills  to  be  due  and  payable  within  ten  days  after  presentation. 

The  petitioner  disagreed  with  the  Board  in  regard  to  the 
method  of  arriving  at  the  value  of  its  property,  and  as  to  the 
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rate  of  return  and  appealed  the  matter  to  the  New  Jersey  Su- 
preme Court.  The  latter  decided  certain  points  adversely  to  the 
findings  in  the  Board's  report  and  remanded  the  proceedings  to 
the  Board  for  rehearing  in  conformity  with  the  opinion  of  the 
court  to  determine  how  much  additional  should  be  allowed  the 
petitioner. 

The  Board's  secretary  accordingly  gave  notice  of  rehearing 
in  the  matter  to  be  held  at  Newark  on  September  29,  1920. 

It  has  been  agreed  that  in  the  instant  proceeding  the  Board 
should  confine  its  consideration  to  the  taking  of  evidence  as  to 
increased  costs  of  operation  and  taxes  not  revealed  by  the  record 
upon  which  its  report  of  May  12,  1920,  was  based,  to  the  end  that 
the  petitioner  may  now  receive  such  increases  as  changed  operat- 
ing conditions  require. 

During  the  first  hearing  held  in  the  matter  counsel  for  the 
petitioner  filed  the  following  schedule  of  rates: 

$1.70  net  per  thousand  cubic  feet  of  gas  sold. 

The  minimum  monthly  bill  of  sixty-five  cents  is  to  be  rendered  for  j^as 
computed  at  this  rate. 
Bills  to  be  due  and  payable  within  ten  days  after  presentation. 

RETURN    FOR   USE   OF   CAPITAI.. 

The  Board's  report  of  May  12,  1920,  allowed  a  return  of  eight 
per  cent,  on  $500,000,  or  $40,000  per  annum  as  a  fair  return  for 
use  of  property  used  and  useful.  This  amount  will  be  assumed 
in  the  following  calculations. 

ANNUAL       DEPRECIATION. 

In  the  Board's  report  of  May  12,  1920,  the  annual  depreciation 
appropriation  was  taken  in  the  amount  of  $8,285,  this  amount 
being  based  on  the  value  of  the  property  as  of  December  31,  1919. 
As  no  evidence  was  submitted  that  any  considerable  net  addi- 
tions to  property  have  been  made  since  that  time  it  would  appear 
that  the  forgoing  amount  of  $8,285  would  be  adequate  to  pro- 
vide for  annual  dcfM-cciation  in  the  present  proceedings. 
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OPERATING    EXPENSES    AND    TAXES 

The  company's  expert  submitted  an  estimate  of  the  cost  of 
rendering  the  service,  shown  hereinafter  as  Appendix  I.  This 
exhilwt  was  predicted  upon  estimated  sales  of  gas  in  the  quantity 
of  225  million  cubic  feet  and  upon  an  estimated  make  of  gas  of 
250  million  cubic  feet.  He  estimated  that  the  amount  of  gas  to 
be  purchased  from  the  EHzabethtown  Gas  Light  Company  would 
be  180  million  cubic  feet;  the  remaining  70  million  cubic  feet 
was  estimated  to  be  manufactured  at  the  petitioner's  coal  gas 
plant. 

An  examination  and  analysis  of  the  production  expenses  set 
forth  in  more  detail  in  Appendix  I  reveals  the  fact  that  180 
million  cubic  feet  of  gas  is  estimated  to  be  purchased  at  j(i  cents 
per  thousand  cubic  feet,  a  rate  since  confirmed  by  the  Board's 
report  'In  the  matter  of  the  EHzabethtown  Gas  Light  Company  et 
al.,  for  increased  rates — re-hearing,*'  whereas  the  70  million  cubic 
feet  of  gas  estimated  to  be  produced  at  the  company's  coal  gas 
plant  will  cost  approximately  92.5  cents,  which  with  taxes  on  the 
excess  over  76  cents  will  make  the  finad  costs  (as  reflected  in  reve- 
nue) equal  to  approximately  $1  per  thousand  for  gas  so  produced 
in  its  own  plant.  The  Board  is  of  the  opinion  that  the  officers  of 
the  company  are  charged  with  the  duty  of  either  producing  or 
purchasing  gas  at  the  minimum  cost  to  the  end  that  the  rates 
predicated  thereon  may  be  just  and  reasonable. 

The  matter  of  the  Elizabethtown  Gas  Light  Company  et  al, 
rehearing,  was  heard  in  connection  with  the  instant  case  for  the 
reason  that  such  a  large  proportion  of  the  gas  used  by  the  peti- 
tioner is  purchased  from  the  Elizabethtown  Gas  Light  Company 
and  the  rate  allowed  the  latter  company  must  be  paid  by  the  peti- 
tioner. Testimony  given  in  the  joint  proceedings  indicated  that 
the  Elizabethtown  Gas  Light  Company  has  a  sufficient  spare 
capacity  to  suiq)ly  all  the  gas  estimated  to  be  used  by  the  peti- 
tioner at  a  price  of  76  cents  a  thousand  and  that  the  petitioner 
should  buy  gas  if  the  price  is  lower  than  the  cost  of  manufacture 
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in  its  own  plant.  The  Board  must,  therefore,  assume  that  the 
petitioner  will  buy  all  of  this  gas  to  the  end  that  its  costs  may 
be  considerably  decreased. 

In  Appendix  I  the  "general  and  miscellaneous"  expenses  are 
taken  at  $21,195,  which  evidently  include  some  cost  of  residuals 
sold,  counter-balancing  the  deduction  of  $39,600  of  residuals 
credited  to  production  expense.  The  corresponding  item  for 
1919  as  revealed  by  an  examination  of  the  petitioner's  annual 
report,  approximated  $15,023  for  general  and  miscellaneous  ex- 
penses exclusive  of  cost  of  residuals  sold  and  of  amortization 
of  fixed  capital.  The  amount  of  $15,000  will  be  taken  to  cover 
this  class  of  expenses.  In  this  connection  it  is  noted  that  the 
combined  general  expenses  (comparable  with  the  $15,000  item) 
of  the  Cranf ord  Gas  Light  Company,  Metuchen  Gas  Light  Com- 
pany and  Rahway  Gas  Light  Company  amount  to  $13,441  for 
the  year  191 9,  during  which  year  these  three  companies  sold 
222,121,000  cubic  feet  of  gas.  The  allowance  of  $15,000  on 
substantially  the  same  sales  of  gas  is  therefore  upwards  of  ten 
per  cent,  in  excess  of  this  $13,441,  and  should  be  ample  to  take 
care  of  increased  costs. 

Appendix  I  also  indicates  new  business  expense  of  $3,757-  As 
the  company  has  spent  but  $20  for  the  past  three  years  for  this 
class  of  expense,  this  will  be  taken  at  $7,  which  is  the  average  for 
the  three  years.  The  appropriation  for  amortization  will  be 
taken  as  in  the  Board's  report  of  May  12,  1920,  for  reasons  here- 
inbefore stated.  As  these  assumptions  will  necessarily  reduce 
the  cost  as  indicated  in  Appendix  I,  the  franchise  tax  and  the 
gross  receipts  tax  will  be  reduced  proportionally.  The  estimated 
normal  income  tax  will  likewise  be  eliminated  for  the  reason  that 
thi«^  is  a  tax  which  is  paid  on  behalf  of  the  stockholders,  and  if 
not  paid  at  the  source,  would  be  paid  by  the  stockholders  them- 
selves. 

Upon  the  assumption  that  the  petitioner  will  purchase  its  entire 
requirements  of  250  million  cubic  feet  of  gas  from  the  Elizabeth- 
town  Gas  Light  Company,  it  will,  nevertheless,  be  necessary  for 
it  to  use  its  holder  and  furnish  the  necessary  works  labor,  repairs 
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of  and  fuel  for  heating  its  holder.  The  Board  takes  the  amount 
of  $2,500  for  these  items  for  the  ensuing  year.  The  estimated 
cost  of  operation  for  the  year  ending  September  i,  1921,  based 
primarily  on  Appendix  I,  modified  as  hereinbefore  indicated,  will 
be  set  forth  in  Table  I,  which  follows  : 

TABLE  I. 

1.  ESTIMATED  COST  OP  OPERATION  POR  YEAR  ENDING  SEPTEMBER  I,  I92I,  ON  BASIS 

OF  PURCHASING  ALL  GAS  AT  76c  PER  M.  CU.   FT. 

2.  ESTIMATED  RBVENUE  REQUIRED  TO  EARN  NET  REVENUE  OF  $40,000. 

PerM. 
Items.  Amount.      Cu.  Ft.  Sold. 

I.  Production  Expense — 

250,000  M.  CU.  ft.  at  76c, $190,000  $0,844 

Works  Labor  and  Fuel,  Holder  Operation,..  2,500  0.012 

I.  Total   Production  Expense $192,500  $0,856 

IL  Transmission  and  Distribution,  Company^s  Esti- 
mate,    18,338  0.081 

IV.  Commercial  Expense 7,313  0.033 

V.  New  Business,  3  years  average, 7            

VL  General  and  Miscellaneous,  excluding  Residuals,  15,000  0.066 

VL  Amortization  as  in  Board's  report,  5-12-20, 8,285  0.037 

Operating  Expense,  Total, $241,443  $1,073 

Total  Taxes, 34,435  0.153 

Uncollectible  Bills,  Company's  Estimate, 2,092  0.009 

$277,970  $1,235 

Return  on  Capital  as  in  report,  5-12-20,  40,000  0.178 

Revenue  Required,  $3i7,970  $1413 

Estimated  Sales  in  M.  cu.  ft 225,000 

Table  I  indicates  that  the  cost  of  the  service  is  estimated  by 
the  Board  to  be  $1,413  per  thousand  cubic  feet  of  gas  sold.  The 
schedule  hereinafter  allowed  provides  for  a  minimum  bill  of 
65  cents  instead  of  50  cents,  from  which  change  in  schedule  the 
petitioner  should  derive  some  revenue.  In  the  years  prior  to 
1919  the  company  received  revenue  for  merchandise  and  jobbing 
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in  amounts  varying  from  $3,000  to  $5,000.  It  should  ^deavor 
to  so  operate  as  to  receive  this  revenue  in  the  future.  Further- 
more, franchise  taxes  on  the  revenue  for  the  ensuing  year  are 
pa)rable  a  year  after  the  company  recdves  the  money  with  which 
to  pay  same  out  of  the  rates  herein  allowed.  The  amotmt  so  col- 
lected might,  therefore,  very  well  be  subject  to  a  discount  for  the 
period  of  one  year.  A  consideration  of  those  facts  leads  the 
Board  to  conclude  that  the  base  rate  should  be  taken  at  $1.40 
per  thousand  cubic  feet.  This  is  the  same  as  the  base  rate  allowed 
••by  the  Board  in  the  matter  of  the  EHzabethtown  Gas  Light  Com- 
pany et  al,  in  re  increased  rates,  rehearing,  and  dated  December 
7,  1920.  This  rate  appears  to  be  consistent  with  the  rate  allowed 
to  be  filed  by  the  Cranford  Gas  Light  Company,  the  Metuchen 
Gas  Light  Company  and  the  Rahway  Gas  Light  Company,  sub- 
sidiaries of  the  EHzabethtown  Gas  Light  Company,  which  com- 
panies are  served  in  substantially  the  same  way  as  the  Perth 
Amboy  Gas  Light  Company  if  it  proceeds  to  arrange  for  the  pur- 
chase of  (dl  of  its  gas  from  the  EHzabethtown  Gas  Light  Com- 
pany as  hereinbefore  recommended. 

In  view  of  the  present  market  conditions  and  the  change  in 
price  of  many  commodities  and  of  the  cost  of  labor,  the  Board 
will  retain  jurisdiction  to  the  end  that  modifications  may  be  made 
as  and  when  operating  results  indicate  the  necessity  of  such 
action. 

The  Board  therefore  finds  and  determines : 

1.  That  the  schedule  of  rates  as  filed  should  be  and  is  hereby 
disapproved. 

2.  That  the  petitioner  may  file,  subject  to  the  conditions  here- 
inafter recited,  a  new  schedule  of  net  rates  effective  for  gas  con- 
sumed between  the  usual  meter  readings  in  November  and  in 
December,  1920  (usually  known  as  the  December  sales),  as  fol- 
lows: 

$1.40  net  per  thousand  cubic  feet  of  gas  sold. 

The  minimum  bill  of  sixty-five  cents  is  to  be  rendered  for  the  gas  com- 
puted at  this  rate. 
Bills  to  be  due  and  payable  within  ten  days  after  presentation. 
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3.  Acceptance  by  the  petitioner  of  the  increases  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  increases  may  be  made  as  and  if  conditions  as  indicated  by 
operating  results  both  as  to  revenue  and  the  character  of  service 
rendered  warrant. 

4.  Beginning  at  the  effective  date  of  the  rates  herein  allowed, 
the  petitioner  shall  render  to  the  Board  monthly  reports  showing 
the  Operating  Revenues,  Operating  Deductions,  excluding 
Amortization,  Non-Operating  Income,  Income  Deductions,  ex- 
cluding Amortization,  Non-Operating  Income,  Income  Deduc- 
tions and  balance  available  for  General  Amortization,  Dividends 
and  Surplus,  and  also  the  amount  appropriated  for  General 
Amortization,  together  with  a  comparison  with  the  figures  for 
the  corresponding  period  of  the  preceding  year.  These  reports 
may  preferably  follow  the  form  shown  in  the  annual  report  for 
gas  utilities  (page  21,  income  statement,  page  22,  lines  i  to  11, 
operating  revenues,  page  26,  lines  27  to  37,  with  the  amount 
appropriated  for  amortization,  account  495,  stated  separately 
under  VI).  And  the  Board  will  retain  jurisdiction  of  the  in- 
crease in  rates  as  herein  approved  for  the  purpose  of  modifying 
same  as  and  if  the  conditions  change. 

Dated  December  14,  1920. 

APPENDIX  1. 

PERTH  AMBOY  CAS  UGHT  CO.— ESTIMATED  FOR  THE  YEAR  ENDING  SEPT.    I,   I92I. 

(Exhibit  P-4.) 

Commission's 
Esti'       Decision,   Differ- 
Operating  Revenue —  Amount.        mate.    May  12, 1920.  ence. 

Private    Consumers    (225,000    M. 
at  1.5307) $344,415       $15307       $115.00         $28.07^ 

Operating  Expenses: 
Production  Expense — 

Production  Labor,  $26,460 

Boiler  Fuel,  2,688 

Water,   195 

Fuel  Under  Retorts 10,290 

Coal  Carbonized,   59,375 
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Operating  Revenue^  Amount 

Miscl.  Works  'Expense,  277 

Repairs   (Maintenance),    5,040 


Commission's 
Bsti'        Decision,   Differ- 
mate.    May  I2,jg20.  ence. 


$104,325 
Less  Residuals,  dl^fioo 


$64,725 
Gas  Purchased 136^00 


$201,525 

Transmission  and  Distribution,   18,338 

Municipal  Street  Lighting, 

Commercial  Expense,  7,313 

New  Business  Expense,   3»757 

General  and  Miscl.  Expense,  21,195 

Amortization,    9,720 

Taxes — 

State  Gross  Receipts   and  Fran- 
chise,      $28,449 

U.  S.  Excess  Profits, 3,306 

U.  S.  Income 4,222 

Other  Taxes,    2,000 


$89.57 
8.15 


$65.57        $24-00 


3.25 
1.67 
9.42 

4.32 


19.74 


4.32 


2.75 


$0.93 

$135.30 

$17.77 


$96.29 
$18.71 


$0.93 
$39.01 

$0.94 


$37,977        $16.88  $5.57         $11.31 

Uncollectible  Bills,    2498  i.ii  1.09  .02 

Deductions  from  Gross  Income,  Less 
Non-Opetating  Income,    $2,092 

Total  Expenses,  $304415 

Net  to  Company $40,000 

Randolph's  estimate  for  the  year  ending  September  i,  1921,  is  based  on  the 
following  data : 

Boiler  Fuel,   $7.00  per  Net  Ton  of  Coke. 

Fuel  Under  Retorts,  $7.00  per  Net  Ton  of  Coke. 

Coal  Carbonized,   $9.50  per  Gross  Ton. 

Yield  of  Gas,  5  cu.  ft.  per  pound  Coal  Carbonized. 

Residuals  Tar,  . . .'. 8c  per  gallon. 

Residuals  Coke,    $7.00  per  Net  Ton. 

Gas  Purchased,  76c  per  M.  cu.  ft.  purchased. 

Estimated  Amount  of  Gas  to  be  Made,  70,000,00a 

Estimated  Amount  of  Gas  to  be  Purchased, 180,000,00a 


Total,     250,000^000 

Total  Gas  Estimated  to  be  Sold 225,000,00a 
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No.  877. 

Mrs.  M.  Bennett 

vs. 

Pubuc  Service  Gas  Company. 

I.  The  questions  whether  the  requirement  of  $10.00  by  the  local  authorities 
for  a  permit  to  open  a  street  for  a  gas  connection  is  a  proper  regulation; 
whether  the  amount  is  excessive,  and,  if  legal,  whether  it  should  be  paid  by 
the  applicant  or  the  company,  are  purely  legal,  and  must  be  settled  by  the 
courts. 

The  complainant  is  a  tenant  occupying  a  dwelling  house  facing 
Haddon  Avenue  on  the  second  lot  from  the  comer  of  the  inter- 
section of  Cooper  Street  and  said  Haddon  Avenue,  Westmont, 
N.  J.  There  are  gas  mains  in  both  of  the  said  streets,  but  Had- 
don Avenue  is  improved  with  an  expensive  pavement  and  the 
Township  Committee  of  Haddon  Township  will  not  permit  the 
same  to  be  opened  for  any  purpose  without  the  payment  of  $10. 
Both  the  complainant  and  the  gas  company  declined  to  pay  such 
fee.  Mrs.  Bennett  claims  it  is  a  tax  or  imposition  which  the 
corporation  is  obliged  to  pay  in  carrying  on  its  business. 

In  order  to  avoid  the  payment  of  the  sum  required  for  the  per- 
mit, the  complainant  suggests  that  a  gas  pipe  be  laid  from  Cooper 
Street  across  the  vacant  lot  on  the  comer  of  Haddon  Avenue 
and  Cooper  Street  to  the  premises  she  occupies.  The  owner  of 
the  vacant  lot  is  not  disclosed,  but  it  is  neither  Mrs.  Bennett  nor 
her  landlord.  In  any  event,  it  is  undesirable  to  run  a  gas  service 
across  lots  of  different  ownership  that  are  likely  to  be  built  on 
later,  even  if  a  temporary  permit  from  the  owner  or  owners 
should  be  obtained,  and,  of  course,  it  is  understood  this  Board 
has  no  power  to  direct  such  an  extension.  The  gas  company 
is  willing  to  install  the  gas  service  if  the  permit  is  obtained. 

The  sum  of  $10  required  by  Haddon  Township  is  not  a  deposit 
to  assure  the  proper  replacement  of  the  pavement,  but  rather  a 
charge  made  by  the  township  to  replace  the  pavement  after  it 

38 
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has  been  opened.  The  Board  being  of  the  opinion  that  such  a 
charge  is  unreasonable,  tried  through  its  counsel  to  have  the 
Township  Committee  amend  its  ordinance,  but  met  with  no 
success. 

In  the  final  analysis  the  questions :  Is  the  requirement  of  the 
$io  by  the  township  authorities  a  proper  regulation ;  is  the  amount 
excessive,  and  if  legal,  must  the  charge  for  be  paid  by  the  appli- 
cant or  the  company,  are  purely  legal  and  must  be  settled  by  the 
courts. 

The  complaint  is  therefore  dismissed. 

Dated  December  21,  1920. 
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CONTRACTS. 

Application  is  made  for  approval  of  a  contract  made  by  the  Tri- 
County  Electric  Company,  an  electric  utility,  for  the  purchase  of 
current  from  the  Borough  of  Pompton  Lakes  to  supply  electric 
light  to  the  residents  of  Riverdale  and  vicinity  in  the  Borough  of 
Wanaque.  The  municipality  entering  into  the  contract  should  be 
a  party  to  the  proceeding.  No  proof  has  been  presented  as  to  what 
legal  formalities  have  been  observed  in  making  the  contract.  The 
Board  will  approve  of  the  contract  when  the  Borough  of  Pompton 
Lakes  shall  join  as  a  co-applicant  with  the  company,  or  shall  pre- 
sent and  file  with  the  Board  a  resolution  authorizing  and  ratifying 
the  contract  sought  to  be  approved.  In  the  matter  of  the  applica- 
tion of  Tri'County  Electric  Company  for  approval  of  certain  mu- 
nicipal consents  and  contracts,   p.     195 

DEPOSITS 

Among  regulations  utilities  may  adopt  is  one  requiring  a  deposit 
in  advance  of  supplying  service  as  a  protection  against  default  in 
pa3mient  therefor.  Requirement  of  a  deposit  returnable  on  demand 
is  not  regarded  as  a  charge  in  excess  of  the  legal  rate.  Board  of 
Commissioners  of  the  city  of  Hoboken  vs.  Hudson  and  Manhattan 
Railroad  Co.,    p.     343 

DISCONTINUANCE  OF  SERVICE. 

Application  is  made  by  an  individual  supplying  water  to  some  of 
his  neighbors  through  a  pipe  laid  in  a  public  highway  to  discontinue 
service.  If  the  water  plant  is  not  a  public  utility  within  the  statu- 
tory definition  the  petitioner  may  discontinue  service  and  the  Board 
cannot  interfere.  If  it  is  a  public  utility  the  Board  cannot  compel 
petitioner  to  continue  to  operate  with  revenues  insufficient  to  pay 
the  cost  of  operation,  provide  an  adequate  fund  for  maintenance 
and  depreciation,  and  afford  a  reasonable  return  on  that  part  of 
the  plant  used  to  supply  water  to  others.  It  is  apparent  a  rate 
sufficient  to  afford  necessary  revenue  would  not,  except  for  a  lim- 
ited period,  if  at  all,  be  paid  by  the  consumers.  The  Board,  as- 
suming the  matter  is  one  subject  to  its  jurisdiction,  will  permit 
the  petitioner  to  discontinue  the  supply  of  water.  In  the  matter 
of  discontinuance  of  water  service  by  Alfred  IV.  Hill,  p.     450 

EXTENSIONS  OF  FACILITIES-^^^  also  Service. 

When  an  extension  of  the  facilities  of  a  public  utility  is  desired 
and  it  appears  that  the  revenue  from  the  extension  at  the  regular 
rates  would  be  insufficient  to  warrant  making  it,  it  has  been  uni- 
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formly  held  that  some  form  of  extension  agreement  to  assure  a 
sufficient  revenue  may  be  exacted.  Boundary  Realty  Company  vs. 
Hackensack  Water  Company, p.     382 

There  is  no  obligation  resting  upon  a  public  utility  to  extend  its 
facilities  and  supply  service  at  its  filed  rates  without  regard  to  the 
cost  of  the  extension  or  the  sufficiency  of  the  return.  But  long 
and  expensive  constructions  for  the  benefit  of  individuals  whose 
use  of  the  facilities  would  be  insufficient  to  pay  interest  on  the 
capital  expenditure  and  provide  for  depreciation,  are  quite  differ- 
ent from  the  connection  of  premises  located  alongside  the  dis- 
tributing system.  In  the  matter  of  charges  for  service  connections 
by  the  Public  Service  Electric  Company,   p.     473 

GAS  COMPANIES.    See  Rates,  Service. 

GRADE  CROSSINGS. 

In  a  proceeding  involving  proposed  improved  station  facilities 
a  railroad  company  submits  a  plan  for  track  elevation.  In  the 
consideration  of  an  elevation  scheme,  such  plan  should  be  adopted 
as  will  not  interfere  with  the  general  development  of  the  com- 
munity or  unduly  decrease  property  values.  The  plan  submitted 
by  the  company  is,  in  the  opinion  of  the  Board,  inadequate, 
incomplete  and  lacking  in  many  necessary  details.  The  Board 
being  without  legal  authority  to  order  a  separation  of  the  grades 
of  the  railroad  from  those  of  the  highways  in  this  proceeding 
will  on  its  own  motion  commence  proceedings  for  the  abolition 
of  the  grade  crossings,  which  necessarily  will  involve  changes 
at  the  station.  City  of  Ashury  Park  vs.  New  York  and  Long 
Long  Branch  R.  R.  Company,  p.       38 

The  Board  finds  there  is  a  public  necessity  for  a  crossing  at 
Melrose  Avenue  and  will  therefore  grant  permission  to  cross  the 
tracks  of  the  company  at  grade.  In  the  matter  of  the  petition  of 
the  Borough  of  Wanaque  for  crossing  at  grade  over  the  tracks 
of  the  Greenwood  Lake  Division  of  the  Erie  Railroad,  p     511 

The  Board  withholds  pennission  for  a  grade  crossing  until 
there  is  a  public  necessity  for  it.  Such  is  the  policy  of  the  State. 
In  the  present  case  it  would  appear  from  all  the  evidence  that  the 
community  has  developed  in  this  part  of  West  Orange  to  such 
an  extent  as  to  make  a  crossing  at  Standish  Avenue  a  public 
necessity.  Petition  of  the  Town  of  West  Orange  for  the  con- 
struction at  grade  of  Standish  Avenue  across  the  tracks  of  the 
Erie  Railroad  Company,   p.     513 

JURISDICTION. 

The  Board  is  asked  to  approve  plans  and  specifications  of  a 
municipality  to  make,  maintain  and  operate  additions  and  exten- 
sions to  its  electric  light  and  power  plant. 
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As  the  borough  has  not  entered  into  or  made  a  contract  with  any 
adjoining  municipality  to  supply  service,  and  it  does  not  appear 
that  the  additions  and  extensions  are  in  contemplation  of  supply- 
ing service  except  within  the  limits  of  the  municipality  approval 
of  the  Board  is  not  required.  Application  of  the  Borough  of 
South  River  for  approval  of  plans  and  specifications  for  additions 
and  extensions  to  electric  plant,  p.     229 

There  is  no  statutory  requirement  that  increases  in  rates  must  be 
approved  by^  the  Board  before  they  become  effective. 
The  enactment  that  the  Board  shall  have  power  after  hearing 
upon  notice  by  order  in  writing  to  require  every  public  utility 
to  comply  with  the  laws  of  the  State  and  any  municipal  ordinance 
relating  thereto  is  not  a  mandatory  direction  to  the  Board  to 
order  compliance  with  state  statutes,  municipal  ordinances  or 
charter  provisions.  In  the  matter  of  general  increases  in  railroad 
passenger  and  freight  rates,    p.     327 

The  Board  has  authority  to  set  aside  regulations  which  are  un- 
reasonable and  to  impose  reasonable  regulations  which  utilities 
must  observe.  Board  of  Commissioners  of  tJie  City  of  Hoboken 
vs.  Hudson  and  Manhattan  Railroad  Company,  p.     343 

Application  is  made  by  an  individual  supplying  water  to  some  of 
his  neighbors  through  a  pipe  laid  in  a  public  highway  to  dis- 
continue service. 

If  the  water  plant  is  not  a  public  utility  within  the  statutory 
definition,  the  petitioner  may  discontinue  service  and  the  Board 
cannot  interfere. 

If  it  is  a  public  utility  the  Board  cannot  compel  him  to  continue 
to  operate  with  revenues  insufficient  fo  pay  the  cost  of  operation, 
provide  an  adequate  fund  for  maintenance  and  depreciation,  and 
afford  a  reasonable  return  on  that  part  of  the  plant  used  to  supply 
water  to  others.  In  the  matter  of  discontinuance  of  ivater  service 
by   Alfred    W,    Hill,    p.     450 

The  questions  whether  the  requirement  of  $10.00  by  the  local  au- 
thorities for  a  permit  to  open  a  street  for  a  gas  connection  is  a 
proper  regulation;  whether  the  amount  is  excessive,  and  if  legal, 
whether  it  should  be  paid  by  the  applicant  or  the  company  are 
purely  legal  and  must  be  settled  by  the  courts.  Mrs.  M.  Bennett 
vs.  Public  Service  Gas  Company,  p.     593 

RATES— ELECTRIC  COMPANIES. 

An  electric  utility  is  permitted  to  increase  its  rate  to  an  electric 
railway  from  1.5  cents  per  kilowatt  hour  to  two  cents,  it  appearing 
that  the  rate  of  1.5  cents  is  insufficient  and  discriminatory  and 
can  only  result  in  an  undue  burden  upon  the  other  customers  of 
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the  utility.  In  the  matter  of  the  petition  of  the  Monmouth  Light- 
ing Company  to  increase  its  rates  to  the  Jersey  Central  Traction 
Company, p.      143 

Application  is  made  by  an  electric  utility  for  approval  of  increased 
rates. 

It  appears  that  if  the  company  is  to  continue  to  supply  service  and 
meet  operating  costs  it  must  obtain  at  least  $1,500  more  per  an- 
num gross  revenue. 

The  increased  revenue  can  be  best  obtained  by  increasing  the 
rate  for  commercial  metered  lighting  approximately  fifteen  per 
cent,  and  the  rate  for  each  class  of  street  lighting  ten  per  cent 
In  the  matter  of  the  petition  of  the  Electric  Light,  Power  and 
Water  Company  of  Sea  Isle  City  for  an  increase  in  rates, p.     175 

On  August  20th,  1918,  the  Board  approved  an  increase  in  power 
rates  for  the  Atlantic  Coast  Electric  Light  Company,  taking 
$391,420  as  the  value  of  the  property. 

The  company  accepts  this  as  the  value,  December  31st,  19 17,  and 
adds  the  cost  of  additions  in  1918  and  1919;  together  with  an  al- 
lowance for  overhead  charges  and  $25,000  for  working  capital. 
The  Board  disallows  prevailing  high  prices  in  the  valuation  ex- 
cept as  they  have  been  actually  paid  for  additions  to  plant. 
The  company  does  not  operate  a  generating  station,  but  purchases 
electrical  energy  from  the  Atlantic  Coast  Electric  Railway  Com- 
pany which  controls  the  lighting  company.  The  cost  of  this  serv- 
ice is  carefully  analyzed  and  it  is  found  that  the  rate  charged  is 
near  the  actual  cost. 

The  Board  finds  th.it  an  allowance  of  4.5  per  cent,  on  the  value  of 
the  property,  exclusive  of  land,  will  provide  an  adequate  amount 
for  annual  depreciation  leading  to  $19,000  annually  instead  of 
$32,569  as  claimed. 

The  increase  in  the  base  rate  and  a  service  connection  charge  of 
$3.00  are  allowed;  ;he  service  charge  to  be  credited  or  rebated  to 
all  customers  who  continue  as  such  after  a  period  of  six  months. 
In  the  matter  of  the  application  of  the  Atlantic  Coast  Electric 
Light  Company  for  increased  rates,  p.     220 

The  petitioner  operates  a  step-down  substation,  a  switchboard  and 
distribution  system  and  purchases  current  from  the  Public  Serv- 
ice Electric  Company.  The  rates  charged  by  the  latter  company  to 
the  petitioner  have  been  increased  by  the  addition  of  a  surcharge 
and  coal  clause  approved  by  the  Board.  In  1916  the  company  re- 
duced its  rates,  the  reduction  being  based  upon  the  advantages  ob- 
tained through  the  purchase  of  energy  from  the  Public  Service 
Electric  Company.  In  addition  to  the  increase  in  the  costs  of 
this  energy  there  have  been  increases  in  wages,  salaries,  taxes 
and  other  items.    The  Board  is  of  the  opinion  the  rates  for  corn- 
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mercial  metered  lighting  should  not  be  increased  in  the  ratio  pro- 
posed by  the  company  but  permits  the  filing  of  a  schedule  fixed 
by  the  Board  providing  for  increases.  In  the  matter  of  the  applica- 
tion of  the  Electric  Light  and  Power  Company  of  Hightstown  for 
increase  in  rates, p.         264 

Application  for  an  addition  of  five  cents  per  kilowatt  hour  to  the 
base  rate  of  fifteen  cents  per  kilowatt  hour  is  denied;  the  Board 
holding  that  negotiations  should  be  entered  into  by. which  the 
company  may  obtain  electrical  energy  at  a  lower  cost,  to  the  end 
that  the  company's  customers  may  be  served  at  rates  more  nearly 
comparable  with  those  effective  under  more  favorable  conditions. 
In  the  matter  of  the  application  of  the  Consolidated  Gas  Company 
of  New  Jersey  for  increase  in  rates,  p.     368 

The  Rockland  Electric  Company  of  New  Jersey  is  associated 
with  the  Rockland  Electric  Company  of  New  York.  Nearly  two- 
thirds  of  the  total  business  of  the  combined  companies  is  located 
in  New  York  State.  The  rates  in  New  York  have  been  higher 
than  those  effective  in  New  Jersey.  Data  have  been  submitted 
showing  that  the  charges  for  production  of  electrical  energy  are 
properly  allocated  to  the  two  companies,  each  company  bearing 
its  equitable  portion  of  the  cost  of  production.  The  increased 
costs  of  operation  at  the  present  time  over  costs  of  operation  in 
1915,  at  which  time  the  rates  of  the  company  were  fixed,  amount 
to  $62,985  resulting  in  an  operating  deficit  of  $47,000.  The  in- 
crease in  revenue  expected  from  the  proposed  rates  is  estimated  at 
$20,023.17.  The  Board  is  of  the  opinion  the  proposed  increases 
are  not  unjust  and  unreasonable  as  their  application  results  in 
making  up  but  a  portion  of  the  increased  cost  of  operation.  Rock- 
land  Electric  Company  application  for  approval  of  increased 
rates,  p.     501 

RATES— GAS  COMPANIES. 

Four  gas  companies  operating  under  a  common  ownership  sub- 
mit similar  schedules  increasing  rates,  the  rates  in  effect  being  the 
same  in  the  territories  served. 

The  policy  of  adopting  a  uniform  rate  was  established  by  the 
Board  in  the  Passaic  Gas  case  wherein  the  Board  recommended 
the  extension  of  the  rate  fixed  as  just  and  reasonable  in  the  Pas- 
saic Division  to  the  entire  territory  served  by  the  Public  Service 
Gas  Company.  The  Board  will  treat  the  companies  as  a  single 
entity. 

In  the  Board's  opinion  the  fair  value  new  of  the  properties  of 
the  companies  may  be  best  ascertained  by  applying  to  the  inven- 
tories of  the  properties  in  existence  on  December  31st,  191 5,  unit 
costs  prevailing  for  a  period  of  five  or  more  years  prior  to  De- 
cember 31st,  191 5,  and  adding  thereto  the  net  additions  on  the 
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basis  of  book  costs  for  the  period  from  January  ist,  1916,  to  the 
date  of  the  valuation.  In  this  way  the  public  will  be  protected 
against  undue  inflation  and  the  companies  will  receive  the  benefit 
of  actual  increased  burdens  imposed  upon  them  by  conditions 
created  by  the  world  war. 

The  Board  finds  the  value  of  the  property  of  the  petitioners  as  of 
December  31st,  1919,  to  be  $3,290475.  To  this  should  be  added  an 
estimated  increase  in  capital  of  $85,000  during  the  first  half  of 
1920  less  increase  in  depreciation  reserve  which  will  make  the 
fair  value  of  the  property,  as  of  June  30th,  1920,  $3,359475-  This 
may  be  taken  as  $3,360,000  as  a  basis  for  rates.  The  value  as  of 
July  1st,  1919,  is  taken  as  $3,120,000.  A  return  of  8  per  cent,  on 
this  value  is  allowed. 

The  rates  submitted  by  the  companies  are  disapproved.  A  sched- 
ule of  rates,  with  a  base  of  $1.15  per  thousand  cubic  feet  is  fixed 
by  the  Board.  In  the  matter  of  the  application  of  the  Elizabeth' 
town  Gas  Light  Company,  Cranford  Gas  Light  Company,  Me- 
tuchen  Gas  Light  Company  and  Rahway  Gas  Light  Company  for 
increased  rates,   p.       yy 

The  net  base  rate  of  the  petitioner  is  90  cents  per  M.  cu.  ft.  This 
has  been  in  effect  since  March,  1913. 

By  its  report  of  even  date  the  Board  has  permitted  the  Elizabeth- 
town  Gas  Light  Company  and  its  subsidiaries  to  file  a  schedule  of 
rates  based  on  a  net  rate  of  $1.15  per  M.  cu.  ft. 
While  calculations  in  the  present  proceeding  if  given  exclusive 
consideration  would  indicate  that  $1.17  per  M.  cu.  ft.  as  a  net 
base  rate  would  not  be  unreasonable,  the  Board  does  not  feel  jus- 
tified in  fixing  this  as  the  base  rate.  An  increase  to  the  people  of 
Perth  Amboy  even  though  slightly  in  excess  of  that  to  the  people 
of  adjacent  municipalities  all  of  whom  have  been  supplied  at  the 
same  rate  for  a  long  period  of  time  would  be  resented  to  a  degree 
which  might  seriously  affect  the  revenues  expected  to  be  derived 
from  the  rate  fixed.  An  increase  equal  in  amount  to  that  allowed 
in  adjacent  communities  would  obviate  this. 
The  Board  finds  and  determines  as  a  just  and  reasonable  rate 
$1.15  per  M.  cu.  ft.  In  the  matter  of  the  application  of  the  Perth 
Amboy  Gas  Light  Company  for  increased  rates, p.       96 

A  gas  company  being  supplied  with  oil  under  a  contract  about  to 
expire  and  which  it  will  be  unable  to  renew,  asks  permission  to 
vary  its  rate  to  meet  the  price  of  oil  as  it  fluctuates  from  the 
price  at  which  it  was  buying  oil  when  its  rate  was  fixed. 
Held:  The  uncertainty  to  the  customer  as  to  the  price  to  be 
charged  would  probably  cause  much  confusion  and  annoyance. 
People  generally  prefer  to  know  exactly  what  the  rate  will  be. 
It  is  desirable  that  when  a  rate  is  fixed  it  should  remain  in  effect 
independent    of    temporary    fluctuations   in    operating   costs    and 
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should   not  be  changed  because   of   such   fluctuations,   unless   it 

appears  that  to  maintain  the  rate  would  work  an  injustice  either 

to  the  public  or  the  utility. 

The  proposed  amended  rate  is  unjust  and  unreasonable  and  is 

disapproved.      In  the  matter  of   the   application  of  the  Public 

Service  Gas  Company  for  permission  to  file  an  amendment  to 

its  schedule  of  rates,  p.     167 

A  gas  company  is  permitted  to  increase  its  surcharge  from  35 
cents  per  thousand  cubic  feet  to  75  cents;  it  appearing  that  in- 
creased operating  costs  make  this  reasonable  and  that  the  plant 
is  operated  efficiently.  In  the  matter  of  the  application  of  the 
Enterprise  Gas  Company  for  further  increase  in  rates, p.     231 

This  application  is  substantially  a  continuation  of  the  proceedings 
culminating  in  the  Board's  report  of  February  25,  1919,  in  pur- 
suance of  which  the  effective  schedule  of  rates  was  permitted. 
The  company  is  permitted  to  file  schedules  of  rates  providing 
for  a  charge  for  gas  only  to  street  lamps  at  the  rate  of  $30.  per 
anntun. 

For  gas  served  through  prepaid  meters  a  charge  of  $1.95  and 
for  gas  served  through  regular  meters  a  charge  of  $2.00  per 
thousand  cubic  feet  is  allowed.  A  prompt  payment  discount 
of  five  cents  per  thousand  cubic  feet  is  allowed  on  all  bills  for 
gas  served  through  regular  meters  if  paid  within  ten  days  after 
the  bill  shall  have  been  actually  rendered.  In  the  matter  of  the 
application  of  the  Salem  Gas  Light  Company  for  further  increase 
in  rates,  p.     253 

It  is  known  to  the  Board  that  there  have  been  no  decreases  in  the 
items  of  costs  which  were  considered  in  its  previous  report, 
excepting  that  of  gas  oil  temporarily,  and  this  has  now  gone 
higher  than  ever  in  the  history  of  making  gas. 
The  increase  in  oil  cost  and  consequently  in  the  cost  of  produc- 
ing gas  is  so  much  as  to  make  necessary  the  corresponding 
increase  in   the  rate  to  be  charged. 

The  rate  increase  as  filed  will  be  permitted,  effective  with  July, 
1920,  sales.  In  the  matter  of  the  proposed  increase  in  rates  by 
the  New  Jersey  Gas  Company, p.     261 

Application  is  made  by  a  gas  company  for  approval  of  an  in- 
crease from  $1.50  to  $2.15  in  the  rate  per  thousand  cubic  feet 
for  gas  sold  to  ordinary  metered  customers  in  addition  to  fixed 
service  charges  previously  approved  by  the  Board. 
The  company  states  that  it  is  seeking  only  enough  additional 
revenue  to  meet  the  increased  cost  of  operation. 
The  Board  undertakes  to  determine  what  is  a  fair  price  to  be 
charged    for   gas   during  the   coming   year,   taking   into   account 
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solely  the  increase  in  expenses  over  those  of  the  preceding  year 
and  finds  that  the  schedule  of  rates  proposed  is  unreasonable. 
A  rate  of  $1.90  per  thousand  cubic  feet  is  allowed;  the  existing 
schedule  of  fixed  service  charges  to  remain  in  effect  In  the 
matter  of  the  proposed  increase  in  rates  of  the  City  Gas  Ught 
Company,    ! p     265 

A  gas  company  is  allowed  to  increase  its  rates  to  meet  increased 
costs  of  oil,  coal  and  labor,  accruing  since  its  rate  was  fixed  by  the 
Board.  In  the  matter  of  the  proposed  increase  in  rates  of  the 
Coast    Gas    Company,    p     275 

The  cost  of  operating  this  plant  and  supplying  service  is  so  great 

that,  in  the  opinion  of  the  Board,  it  is  impracticable  to  make  a 

collectible  rate  which  would  include  a  sufficient  margin  to  pay 

an   adequate   return   on  the    full   value   of   the   property. 

The  cost  of  the  property  to  the  present  owners  represents  their 

real  sacrifice.    The  property  has  never  produced  and  could  never 

produce,  under  reasonable  rates,  returns  to  the  security  holders 

which   would  be  considered  an   adequate   return   on   any  larger 

amount. 

The   company's    petition    for    increased    rates    is   dismissed   with 

leave  to  file  a  schedule  of  rates  suggested  by  the  Board.     In  the 

matter  of  the  application  of  the  Pleasaniville  Gas  Company  for 

approval  of  an  increase  in  rates,  p.     298 

In  considering  the  petition  of  the  applicant  for  approval  of 
increased  rates  the  Board  allows  for  the  use  of  capital  $32,500i 
being  essentially  the  net  fixed  charges,  with  a  small  margin 
for  contingencies. 

Operating  expenses  and  taxes  are  estimated  to  aggregate 
$298,795,  on  the  basis  of  the  present  standard  for  gas.  Adding 
to  this  $32,500  and  deducting  revenue  to  be  derived  from  sales 
of  residuals  leaves  $326,720,  from  which  an  average  rate  of 
$2,115  is  derived. 

As  a  result  of  a  modification  of  the  heating  standard  for  gas 
recently  ordered  by  the  Board,  the  average  rate  is  reduced  to 
$1,965.  On  the  basis  of  the  first  year's  operation  the  first  block 
would  require  to  be  added  to  the  average  of  all  blocks  about 
2.5  cents,  which  brings  the  rate  for  the  first  block  of  the  sched- 
ule to  $1.99  which  will  be  taken  as  $2.00. 

As  the  company  and  the  community's  representatives  appear  to 
desire  the  discontinuance  of  the  monthly  service  charge  the 
Board  will  not  continue  this,  but  will  determine  a  schedule  in  which 
this  element  of  cost  is  not  to  be  collected  as  a  separate  item. 
The  Board  disapproves  of  the  practice  of  the  petitioner  loaning 
money  to  the  High  Pressure  Construction  to  finance  water  and 
electric   companies    controlled    by    a    common    interest. 
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The  rates  proposed  by  the  petitioner  are  disapproved.  A  block 
schedule  is  suggested,  beginning  with  $2.00  net  per  thousand 
cubic  feet.  In  the  fnatter  of  the  application  of  the  CMmherland 
County  Gas  Company  for  further  increase  in  rates, p.     303 

The  petitioner  proposes  to  increase  its  base  rate  for  gas  from 
$1.15  per  thousand  cubic  feet  to  $1.55;  claiming  that  operating 
expenses  for  the  year  ending  July  31st,  1921,  will  show  an 
increase  of  about  42  cents  per  thousand  cubic  feet  over  the 
operating  expenses,  upon  which  the  rate  of  $1.15  was  fixed 
by   the   Board   as   just   and   reasonable. 

It  is  apparent  that  consideration  of  this  case  may  be  narrowed  to 
those  factors  which  have  caused  costs  to  increase  since  the  Board 
considered  this  matter  in  its  report  of  November  28th,  1919.  As 
was  done  in  the  former  case,  this  will  be  determined  more 
especially  by  a  consideration  of  costs  in  the  Passaic  Division 
in  which  the  Board  has  heretofore  determined  the  value  of  the 
plant  of  the  utility. 

The  value  of  the  property  is  taken  as  $5,900,000  in  round  figures.   ' 
Allowing  a  return  of  8  per  cent,  and  increases  in  costs  of  opera- 
tion the  base  rate  with  the  average  heating  value  of  600  B.  T.  U. 
and  a  minimum  of  550  B.  T.  U.  would  be  $1.5219  per  thousand 
cubic  feet. 

The  Board  has  recently  modified  its  rule  as  to  heating  standard 
to  provide  a  minimum  of  525  B.  T.  U.  The  effect  of  this  will 
be  to  reduce  the  cost  of  gas  11.38  cents  per  thousand  cubic  feet 
sold. 

The  Board  fixes,  based  on  the  new  standard  of  525  B.  T.  U..  a 
base  rate  of  $140  per  thousand  cubic  feet.  Public  Service  Gas 
Company.  In  the  matter  of  the  application  for  further  increase 
in    rates p.     314 

The  value  new  of  the  fixed  capital  used  and  useful  of  the  peti- 
tioner as  of  August  1st,  1920,  is  found  to  be  $1,049,816.  The  de- 
preciated value  is  taken  as  $900,000.  Five  per  cent,  is  added  for 
working  capital. 

The  company  estimates  that  annual  depreciation  will  be  approxi- 
mately 1.5  per  cent,  of  the  value  new  of  the  property.  This  agrees 
very  closely  with  percentages  derived  from  consideration  of  the 
amortization  rate  on  property  of  similar  gas  utilities,  and  is  taken 
and  related  to  a  value  new  of  $1,050,000. 

The  total  revenue  estimated  as  required  to  provide  for  operating 
expenses  and  taxes  depreciation  and  7  per  cent,  return  on  capital 
is  found  to  be  $393,085,  equal  to  $1,694  per  thousand  cubic  feet  of 
gas  sold.  Deducting  a  service  charge  at  $4.20  per  year  on  11,290 
meters  reduces  the  rate  to  $149  per  thousand  cubic  feet. 
A  charge  of  $1.50  per  thousand  cubic  feet,  with  a  service  charge 
is  allowed.  In  the  matter  of  the  application  of  the  Baston  Gas 
Works  for  further  increase  in  rates,  p.     351 


Digitized  by 


Google 


6o4  Index. 

In  applying  for  approval  of  increased  rates,  the  petition  recites 
that  the  Board  in  1916  fixed  the  value  of  petitioner's  property 
and  authorized  the  issuance  of  $75,000  capital  stock  and  $166,000 
6  per  cent,  bonds  and  that  subsequent  capital  expenditures  had 
been  made.  The  sum  of  $272,846.89  is  claimed  to  be  the  present 
value  of  the  property. 

It  is  alleged  that  the  increased  rates  proposed  are  only  sufficient 
to  enable  the  company  to  pay  operating  expenses,  taxes  and  fixed 
charges  during  the  coming  year. 

The  Board  estimates  the  operating  expenses  and  taxes  at  $59,445. 
The  sum  of  $13,500  is  allowed  for  interest  amortization  of  bond 
discount  and  to  provide  for  floating  indebtedness  and  contin- 
gencies. 

On  an  estimated  sale  of  32,000  M.  cubic  feet  of  gas  a  net  base 
rate  of  $2.25  per  thousand  cubic  feet  is  found  to  be  reasonable. 
In  the  matter  of  the  application  of  the  New  Jersey  Gas  and 
Electric  Company  for  further  increase  in  rates,  p.     362 

To  justify  the  proposed  increased  charge  for  gas,  the  company 

adopted  as  a  basis  for  rates  the  value  heretofore  found  by  the 

Board,  increased  by  net  additions  and  the  actual  materials,  supplies 

and  cash  on  hand,  arriving  at  a  total  of  $1,407,378.     From  this 

the  Board  deducts  the  reserve  accumulated  out  of  rates  leaving 

an  adjusted  value  of  $1,375,200. 

To  meet  operating  expenses  and  taxes  and  provide  a  return  of 

eight  per  cent,  would  require  a  rate  of  $1.86  per  thousand  cubic 

feet.     Deducting  certain  miscellaneous  revenue  and  allowing  for 

an  increase  in  the  price  of  municipal  street  lighting  a  base  rate  of 

$1-75  per  thousand  cubic  feet  is  found  to  be  reasonable.  In  the 

matter  of  the  application  of  the  Consolidated  Gas  Company  of 

New  Jersey  for  increase  in  rates, p.     368 

Total  operating  revenues  of  approximately  $1,348,000  are  found 
to  be  necessary  to  support  expenditures  for  the  use  of  capital  on 
the  basis  assumed  by  the  Board  instead  of  $1432,878  as  claimed 
by  the  petitioner. 

This  is  held  to  justify  a  net  base  rate  to  domestic  consumers  of 
$1.50  and  allow  sufficient  leeway  for  wholesale  discounts  and 
certain  increases  in  coal  and  labor. 

A  gross  price  of  $1.60  per  thousand  cubic  feet  is  fixed  as  a  base, 
with  a  discount  of  ten  cents  per  thousand  cubic  feet  of  gas  con- 
sumed on  all  bills  paid  within  ten  days  after  the  same  shall  have 
been  actually  rendered.  In  the  matter  of  the  application  of  the 
Atlantic  City  Gas  Company  for  further  increase  in  rates,  p.     373 

In  applying  for  approval  of  increased  rates,  a  gas  company  asks 
for  an  allowance  of  ten  per  cent,  on  the  value  of  its  property. 
The  Board  is  not  disposed  to  allow  a  greater  return  than  eight 
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per  cent  In  the  matter  of  the  application  of  the  Bridgeton  Gas 
Light  Company  for  further  increase  in  rates,  p.     414 

It  is  estimated  that  the  yearly  revenue  required  to  enable  the 
petitioner  to  meet  operating  expenses  and  taxes,  provide  for 
annual  amortization  and  return  6  per  cent,  on  a  capital  base  fixed 
by  the  Board  is  $15,405. 

As  the  sales  are  estimated  at  6,356,500  cubic  feet  this  gives  an  aver- 
age revenue  of  %2J^.  The  service  charge  equates  about  22  cents. 
Deducting  this  leaves  a  rate  of  $2.20,  which  is  35  cents  lower  than 
the  rate  asked  for  in  the  petition. 

The  petition  is  dismissed  and  a  schedule  of  rates  is  fixed.  In  the 
matter  of  the  third  application  of  the  Washingt&n  Gas  Company 
for  approval  of  increase  in  rates, p.     496 

In  considering  an  application  by  a  gas  company  for  approval  of 
increased  rates  the  Board  holds  that  a  valuation  found  by  it  as  of 
April  1st,  1918,  should  be  taken,  increased  by  additions  down  to 
date  as  a  basis  for  rates. 

The  value  of  fixed  capital  as  of  April  ist,  1918,  is  $80,824,  and  addi- 
tions to  January  ist,  1920,  increase  this  amount  to  $82,296.  Add- 
ing working  capital  the  sum  of  $85,000  is  taken  for  the  purposes 
of  this  report.  On  this  a  return  of  six  per  cent,  is  allowed. 
The  company's  petition  for  approval  of  a  rate  of  $3.25  per  thou- 
sand cubic  feet,  less  10  cents  per  thousand  cubic  feet  is  dismissed, 
with  leave  to  file  a  rate  of  $2.30  net  per  thousand  cubic  feet.  In 
the  matter  of  the  application  of  the  Hammonton  and  Egg  Harbor 
City  Gas  Company  for  further  increase  in  rates,  p.     522 

An  increase  of  10  cents  per  thousand  cubic  feet  is  allowed  a  gas 
company  which  will  result  in  a  return  to  the  company  of  approxi- 
mately six  per  cent,  on  its  capital  devoted  to  public  use.  In  the 
matter  of  the  application  of  the  Cumberland  County  Gas  Company 
for  further  increase  in  rates, p.     527 

The  petitioners,  being  dissatisfied  with  the  valuation  and  rate  of 
return  allowed  by  the  Board  in  determining  rates  to  be  charged, 
appealed  to  the  Supreme  Court  which  remanded  the  proceedings 
to  the  Board  for  rehearing. 

It  was  agreed  in  the  present  proceedings  that  the  Board  should 
confine  its  consideration  to  the  taking  of  evidence  as  to  increased 
costs  of  operation  and  taxes  not  in  the  record  upon  which  its  re- 
port of  May  I2th,  1920,  was  based,  with  a  view  to  allowing  the 
petitioners  such  increases  as  changed  conditions  have  made  nec- 
essary. 

A  schedule  of  rates  to  provide  for  this  is  determined.  In  the  mat- 
ter of  the  application  of  the  Elisabethtown  Gas  Light  Company, 
Cranford  Gas  Light  Company,  Metuchen  Gas  Light  Company  and 
Rahway  Gas  Light  Company  for  increased  rates — rehearing p.     567 
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It  is  estimated  that  the  petitioner  buys  i8o  million  cubic  feet  of 
gas  at  76  cents  per  thousand  cubic  feet  from  the  Elizabethtown 
Gas  Light  Company  and  manufactures  70  million  cubic  feet  at  its 
coal  gas  plant. 

The  gas  produced  at  the  petitioner's  plant  will  cost  approximately 
92.5  cents,  which,  with  taxes  on  the  excess  over  76  cents,  will 
make  the  final  costs  (as  reflected  in  revenue)  equal  to  approxi- 
mately $1.00  per  thousand  cubic  feet. 

Testimony  has  indicated  that  the  Elizabethtown  Gas  Light  Com- 
pany has  a  suflicient  spare  capacity  to  supply  all  the  gas  estimated 
to  be  used  by  the  petitioner  at  a  price  of  76  cents  per  thousand 
cubic  feet,  and  that  the  petitioner  should  buy  gas  if  the  price  is 
lower  than  the  cost  of  manufacture  in  its  own  plant.  The  Board 
must  assume  that  the  petitioner  will  buy  all  of  this  gas  to  the  end 
that  its  costs  may  be  considerably  decreased. 
The  Board  concludes  that  the  base  rate  should  be  taken  at  $1.40 
per  thousand  cubic  feet. 

In  view  of  the  present  market  conditions  and  the  change  in  price 
of  many  commodities  and  of  the  cost  of  labor,  the  Board  will 
retain  jurisdiction  to  the  end  that  modifications  may  be  made  as 
and  when  operating  results  indicate  the  necessity  for  such  action. 
In  the  matter  of  the  application  of  the  Perth  Amboy  Gas  Light 
Company  for  increased  rates — rehearing,  p.     585 

RATES— RAILROAD   COMPANIES. 

The  Interstate  Commerce  Commission  has  authorized  increases 
in  freight  and  passenger  rates  to  provide  a  return  which  Con- 
gress has  enacted  shall  be  afforded.  If  increases  in  rates  are 
necessary  to  afford  this  return  and  such  increases  are  prevented, 
by  the  exercise  of  State  authority,  in  intrastate  rates,  then  the 
additional  revenue  must  be  obtained  from  still  further  increases 
in  the  rates  for  transportation  between  the  States. 
Apart  from  the  confusion  and  undesirable  complications  resulting 
from  inharmonious  rate  structures,  it  is  clear  that  eventually  no 
saving  would  result  from  the  general  application  of  rates  fixed 
by  State  authority  lower  than  those  authorized  for  interstate 
traffic  even  though  the  State  authority  with  respect  to  intra- 
state rates  would  be  paramount. 

It  is  the  opinion  of  the  Board,  giving  due  consideration  to  all 
the  conditions  and  to  the  public  nature  of  the  work  for  which 
the  materials  are  used,  special  rates  may  be  made  on  shipments 
of  sand,  gravel  and  broken  stone  for  use  in  road  building  and 
repair  and  this  would  not  be  an  unjust  and  unreasonable  dis- 
crimination either  in  inter  or  intrastate  traffic. 
The  enactment  that  the  Board  shall  have  power  after  hearing 
upon  notice  by  order  in  writing  to  require  every  public  utility 
to  comply  with  the  laws  of  the  State  and  any  municipal  ordinance 
relating  thereto  is  not  a  mandatory  direction  to  the   Board  to 
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order  compliance  with  State  statutes,  municipal  ordinances  or 
charter   provisions. 

The  Board  in  exercising  a  discretionary  power  should  be  guided 
by  sound  public  policy.  The  question  really  at  issue  and  which 
should  be  controlling  is  not  whether  there  is  a  technical  violation 
of  a  statute  enacted  under  conditions  vastly  different  from  those 
which  now  exist,  one  which  may  be  impracticable  of  enforcement 
and  invalid  in  its  restriction  of  the  rate,  because  of  federal  legis- 
lation designed  to  cope  with  the  existing  conditions,  but  whether 
the  rates  proposed  are  prima  facie  so  unreasonable  that  effort 
should  be  made  to  block  their  application.  That  the  rates  are 
generally  such  does  not  appear. 

Under  the  conditions  the  Board  will  not  issue  an  order  directing 
compliance  with  the  rates  fixed  by  the  law  of  1903,  nor  will  it 
issue  an  order  suspending  the  general  increases  in  freight  and 
passenger  rates  under  Section  17  of  the  Public  Utility  Act. 
This  is  not  to  be  construed  as  an  approval  of  the  new  rates. 
There  may  be  and  probably  are  rates  which  may  and  can  be 
adjusted  without  conflict  with  the  general  principles  involved. 
These  rates  can  be  dealt  with  later  by  the  Interstate  Commerce 
Commission  and  this  Commission  within  their  respective  jurisdic- 
tions and  such  iniquities  as  exist  can  be  remedied.  In  the  matter 
of  general  increases  in  railroad  passenger  and  freight  rates, p.     327 

Provided  the  regulation  is  in  other  respects  reasonable  and  lawful 
the  collection  of  six  cents  from  each  passenger  taking  a  train 
of  the  Hudson  and  Manhattan  Railroad  at  stations  in  New  Jersey 
with  a  refund  of  one  cent  if  the  trip  is  between  New  Jersey 
stations  is  not  unlawful  because  the  filed  rate  is  five  cents. 
The  rate  fixed  for  travel  between  stations  in  New  Jersey  can 
apply  lawfully  only  to  such  travel.  If  there  is  a  strong  prob- 
ability that  in  the  absence  of  some  preventive  regulation  many 
will  pay  the  intrastate  rate  who  intend  to  travel  through  to  New 
York  and  will  do  so  at  less  than  the  fare  for  the  interstate  trip, 
the  adoption  of  a  reasonable  regulation  directed  against  this 
cannot  be  regarded  as  an  improper  act  by  the  carrier. 
With  the  understanding  that  the  time  limit  for  the  redemption  of 
the  tickets  will  be  extended  and  with  a  reservation  of  the  right 
to  order  such  changes  in  details  as  the  Board  may  deem  proper, 
the  Board  will  hold  that,  giving  due  consideration  to  all  the 
conditions,  the  authority  of  the  six  cent  rate  for  travel  between 
Jersey  City  and  New  York,  the  convenience  of  the  greater  num- 
ber of  passengers,  the  fact  that  the  five  cent  fare,  if  it  continues 
to  be  applicable  between  stations  in  Jersey  City  and  Hoboken, 
must  be  accompanied  by  effective  regulations  to  prevent  its  pay- 
ment for  the  interstate  trip,  the  requirement  of  an  initial  pay- 
ment of  six  cents  and  the  issuance  of  a  refund  check  for  one 
cent   is   not   unreasonable    nor   unlawful   as    a   traffic    regulation 
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applicable  to  passengers  travelling  between  stations  in  New 
Jersey  and  on  the  Hudson  and  Manhattan  Railroad.  Board  of 
Commissioners  of  the  City  of  Hoboken  vs.  Hudson  and  Man^ 
hattan   Railroad   Company,    p     343 

RATES— STREET  RAILWAYS. 

Under  present  financial  conditions  it  does  not  appear  wise  to 
attempt  to  increase  rates  merely  for  the  purpose  of  laying  aside 
and  placing  in  a  fund  moneys  not  immediately  needed  for  the 
proper  operation  of  the  company.  This,  to  a  certain  extent,  would 
be  the  case  if  a  special  allowance  were  made  for  depreciation. 
The  company  should  be  allowed  to  earn  a  sufficient  amount  to 
properly  operate  its  road,  maintain  its  equipment,  furnish  satis- 
factory  service   and   pay   its   just   debts. 

An  increase  from  six  cents  to  seven  cents  is  allowed,  but  proposed 
increases  in  commutation  rates  are  disapproved.  In  the  matter  of 
the  application  of  the  Atlantic  and  Suburban  Railway  Company 
for  approval  of  increased  rates,  p.     i 

An  increase  in  fare  from  six  cents  to  seven  cents  is  allowed. 
A  proposed  increase  in  fares  to  school  children  from  three  to 
three  and  one-half  cents  is  denied.  In  the  matter  of  the  applica- 
tion of  the  Morris  County  Traction  Company  for  further  in- 
creased rates,   p.       31 

The  Ocean  City  Electric  Railroad  Company  is  operated  by  a 
trustee  appointed  by  the  Chancellor  under  a  statute  which  pro- 
vides that  when  the  operation  of  a  street  railway  in  any  city 
of  the  fourth  class  has  been  abandoned,  such  city  may  make 
application  to  the  Chancellor,  praying  for  the  appointment  of  a 
trustee  or  receiver  to  operate  the  same.  The  moneys  required 
for  the  operation  of  such  street  railway  may  be  raised  by  the 
cities  as   for  an  emergency. 

The  trustee  asserts  that  it  is  impossible  to  operate  the  road  under 
a  fare  of  seven  cents  without  causing  a  substantial  deficit  which 
must  be  borne  by  the  city.  It  is  proposed  to  charge  a  single 
fare  of  ten  cents,  with  the  proviso  that  between  June  15th  and 
September  15th,  1920,  a  commutation  ticket  good  between  said 
dates  shall  be  sold  at  a  rate  of  14  rides  for  $1.00. 
As  it  appears  to  be  the  desire  of  the  municipal  government  and 
of  the  public,  so  far  as  public  sentiment  has  been  made  manifest 
by  the  governing  body  of  the  municipality  and  civic  organizations, 
independent  of  the  municipal  government,  that  the  fare  should 
be  increased  the  Board  will  approve  the  rates  submitted.  In 
re  application  of  Robert  B.  Chew,  Trustee  of  the  Ocean  City 
Electric  Railroad  Company  for  approval  of  a  new  rate  of 
fare,    p.     103 
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Application  is  made  by  an  electric  railway  to  charge  a  fare  of  eight 
cents  in  each  fare  zone. 

The  Board  denies  the  application  for  an  eight  cent  fare,  but 
fixes  seven  cents  as  a  just  and  reasonable  rate.  Application  of 
Receivers  of  Monmouth  County  Electric  Company  for  permis- 
sion to  increase  fares,  p.     179 

An    electric    railway    company    proposes    to    increase    the    fare 
charged  by  it  from  seven  cents  to  ten  cents  in  each  fare  zone. 
It   appears   that   orders   issued    by   the    Board   to   make   certain 
repairs  to  its  track  and  roadbed  have  not  been  complied  with. 
That  the  unsafe,  insufficient  and  inadequate  service  affects  thu 
patronage  is  a   fair  conclusion.     It  is  probable  that,  if  the  re- 
quirements of  the   Board's  orders  were  complied  with,  the  im-* 
proved  service  that  would  ensue  would  result  in  increasing  the 
patronage    and    use   of   the   lines   to    an    extent   that    sufficient 
revenues   would   result    from    the    present    fares   charged. 
Until  the  petitioner  places  its  property  in  proper  operating  con- 
dition,  and   carries   out  the   requirements   of   the   order   of  the 
Board,  no  further  increases  in  the  rates  of  fare  will  be  considered. 
In  the  matter  of  the  application  of  the  Jersey  Central  Traction 
Company  for  increase  in  rates,   p.     183 

The  receiver  of  the  Atlantic  City  and  Shore  Railroad  Company, 
operating  an  electric  railway  in  Atlantic  City,  Margate  City  and 
Longport  and  between,  submitted  schedules  involving  a  charge  of 
seven  cents  where  six  cents  had  been  charged;  a  charge  of  th.te 
cents  for  each  transfer  issued  for  travel  on  the  Central  Passenger 
Railway,  and  a  charge,  for  100  trip  books  for  travel  between 
Longport  and  Atlantic  City,  of  $7.50  instead  of  $6.50. 
The  charges  are  approved  except  the  charge  for  the  transfer, 
which  is  disapproved.  Atlantic  City  and  Shore  Railroad  Com- 
pany  application  for  increased  rates  on  the  Atlantic  City  and 
Longport  Division,    p.     aoo 

A  proposed  schedule  of  rates  submitted  by  an  electric  railway  pro- 
viding for  an  increase  in  flat  fare  for  five  cents  to  seven  cents  and 
a  charge  of  three  cents  for  each  transfer  for  travel  on  a  connect- 
ing road  is  disapproved. 

Approval  is  given  to  the  increase  to  seven  cents  with  free  trans- 
fers. In  the  matter  of  the  application  of  the  Central  Passenger 
Railway  for  increased  rates,  p.     202 

An  electric  railway  proposes  to  increase  its  rates  on  each  zone 
of  its  system  from  six  cents  to  eight  cents. 

The  necessity  for  increased  revenue  has  been  fully  shown  but  not 
to  the  extent  claimed  by  the  company. 

39 
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The  Board  determines  that  the  proposed  increase  is  unjust  and 
unreasonable.  The  petition  is  dismissed  with  leave  to  file  a  rate 
of  seven  cents  where  six  cents  is  being  charged.  In  the  matter  of 
the  application  of  the  Atlantic  Coast  Electric  Railway  Company 
for  increased  rates,  p.     240 

Application  is  made  by  an  electric  railway  for  increases  in  freight 
and  passenger  rates. 

The  petitioner  has  two  competitors  providing  transportation  be- 
tween Trenton  and  Princeton  at  lower  rates  of  fare.  It  seems 
highly  probable  that  any  increase  in  the  passenger  rates  as  pro- 
posed will  result  in  a  loss  of  passenger  traffic  to  such  an  extent 
as  to  negative  an  increase  in  revenue  if  the  proposed  rate  is 
allowed. 

The  Board  approves  the  40  per  cent,  increase  in  commodity 
freight  rates  and  the  20  per  cent,  package  express  rates,  but  dis- 
approves a  charge  of  eight  cents  in  each  passenger  fare  zone. 
In  the  matter  of  the  application  of  New  Jersey  and  Pennsylvania 
Traction  Company  for  increased  passenger  and  freight  rates,  ...p.     581 

RATES— TELEPHONE  COMPANIES. 

A  telephone  company  having  700  subscribers  is  permitted  to  in- 
crease its  rate  from  $12  to  $18  per  year,  it  appearing  that  the  in- 
crease is  necessary  to  permit  the  company  to  pay  operating  ex- 
penses. In  the  matter  of  the  application  of  the  Merchants*  and 
Farmers*  Telephone  and  Telegraph  Company  for  increased  rates,  .p.       19 

A  telephone  company  proposes  to  increase  its  rates  for  party  line 
service  from  $20  to  $24  per  annum  and  for  direct  line  service 
from  $30  to  $34  per  annum. 

If  the  petition  were  granted  and  each  of  the  160  subscribers  paid 
$4  additional  per  annum  this  would  increase  the  revenue  $640, 
making  a  total  net  revenue  above  a  high  and  unusual  mainte- 
nance charge  of  more  than  $1,700  in  1919. 

The  maintenance  charge  should  be  reduced  with  the  coming  year, 
which  would  lead  to  a  further  increase  in  the  net  revenue. 
The  Board  is  of  the  opinion  that  the  company  should  not  be  per- 
mitted to  increase  its  rates  by  more  than  $2  per  subscriber.  In  the 
matter  of  the  application  of  the  Vinccntown  and  Tabernacle  Tele- 
phone  Company  for  increased  rates, p.       21 

The  Egg  Harbor  City  Telephone  Company  operating  in  Egg  Har- 
bor City  and  vicinity  submitted  a  new  schedule  of  rates  providing 
for  increases  in  party  line  and  direct  line  service  of  75  cents  per 
month;  the  new  rates  to  be  $2  per  month  for  party  line  and  $3 
per  month  for  direct  line  service. 

In  1918  the  company  earned  but  4.9  per  cent,  on  the  amount  as- 
sumed as  plant  investment  for  that  year. 
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In  1 919  there  was  an  actual  operating  deficit,  after  charging  up 
an  allowance  for  depreciation  at  the  rate  of  5  per  cent,  per 
annum. 

An  increase  for  each  telephone  of  $6  per  year  is  held  to  be  suffi- 
cient to  enable  the  company  to  maintain  its  property  in  good  order, 
lay  aside  the  requisite  amount  for  depreciation  at  the  rate  of  5 
per  cent,  per  annum  and  pay  a  dividend  of  6  per  cent,  on  capital 
stock  and  interest  on  notes  outstanding. 

It  appearing  that  a  limited  night  service  is  reasonably  required, 
the  Board  will  permit  the  filing  of  a  schedule  of  rates  of  $21  per 
annum  for  party  line  and  $33  per  annum  for  direct  line  service 
upon  the  company's  agreeing  to  afford  such  service.  In  the  matter 
of  the  application  of  the  Egg  Harbor  City  Telephone  Company 
for  increased  rates,  p.       60 

The  proposed  rates  are  not  unreasonable  from  the  standpoint  of 
earnings  on  the  property,  but  the  question  whether  they  do  not 
exceed  the  value  of  the  service  must  be  considered. 
While  the  service  connection  charge  is  apparently  the  cause  of 
a  great  deal  of  criticism,  nevertheless  at  the  present  time  there 
soems  to  be  no  other  way  of  obtaining  the  revenue  unless  the  ex^ 
change  rates  are  made  higher  than  the  Board  feels  justified  in 
permitting.  It  is  desirable  to  approve  the  continuance  of  these 
charges  as  jpart  of  the  schedule  of  rates  for  the  present. 
The  continuance  of  toll  charges  introduced  by  the  Postmaster- 
General  should  be  approved. 

While  a  plan  to  establish  toll  charges  between  certain  exchange 
districts,  where  at  present  free  service  is  .furnished,  is  desirable 
from  the  standpoint  of  uniformity,  the  subject  matter  is  one  which 
would  require  a  more  comprehensive  study  to  determine  whether 
the  exchange  areas  are  fairly  laid  out  to  meet  the  needs  of  the 
subscribers,  and  whether  the  imposition  of  a  toll  charge  would  not 
unduly  burden  the  subscribers.  If,  in  the  absence  of  such  study, 
the  subscribers  were  unduly  burdened,  a  substantial  curtailment 
in  use  might  result,  and  inasmuch  as  the  amount  involved  is  so 
small  it  does  not  seem  to  the  Board  to  be  desirable  to  permit  the 
charge  to  be  made  at  this  time. 

It  is  apparent  the  proposed  rates  for  private  branch  exchange 
would  place  the  burden  of  furnishing  more  revenue  to  the  com- 
pany too  heavily  on  a  particular  class  of  subscribers  entirely  out  of 
proportion  to  the  burden  of  increase  proposed  for  other  classes, 
nor  would  the  Board  be  justified  in  such  action  in  the  absence 
of  any  definite  data  that  the  proposed  rates  are  based  on  the  ex- 
penses to  the  company  of  furnishing  such  private  branch  exchange 
service. 

It  does  not  seem  reasonable  to  allow  increases  in  rates,  which  the 
company  admits  are  as  high  as  are  commercially  possible,  without 
a  fuller  disclosure  of  the  situation  of  the  company,  including  a 
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showing  on  its  part  that  the  heavy  investment  for  plant  in  the 
territory  is  justified  and  that  reduction  in  operating  expenses 
cannot  be  made.  In  the  matter  of  the  application  of  the  Delaware 
and  Atlantic  Telegraph  and  Telephone  Company  for  authority 
to  file  a  schedule  of  rates  to  be  effective  upon  the  return  of  the 
petitioner's  telephone  system  to  it  by  the  United  States  Govern- 
ment,     p.     sag 

Following  an  investigation  by  the  Board  of  the  reasonableness  of 
the  rates  charged  by  the  New  York  Telephone  Company  and  an 
order  requiring  a  reduction  the  company  filed  new  schedules  pro- 
viding lower  toll  charges  to  become  effective  July  ist,  1918. 
By  proclamation  dated  July  22d,  191 8,  the  President  of  the  United 
States  took  possession  of  the  company's  property  and  assumed 
control  of  the  same,  directing  that  supervision,  control  and  opera- 
tion should  be  exercised  by  the  Postmaster-General  of  the  United 
States. 

During  the  period  of  federal  control  the  Postmaster  General 
issued  orders  providing  for  increased  charges.  The  petitioner  pro- 
poses to  put  into  effect  a  "schedule  of  rates  for  telephone  serv- 
ice in  the  State  of  New  Jersey,  framed  with  a  view  to  meeting 
the  increased  cost  of  operation  and  provide  for  a  fair  return 
upon  its  property." 

In  the  prior  proceeding,  the  Board  found  the  cost  to  reproduce 
new,  as  of  June  30th,  1916,  the  physical  value  of  the  company's 
property  to  be  $31,665,000.  Accrued  depreciation  was  fixed  at 
$1,665,000,  and  the  company  was  allowed  a  return  of  8  per  cent, 
on  $30,000,000.  This  included  an  estimate  for  working  capital 
(including  materials  and  supplies)  and  estimate  of  the  cost  of 
organization  and  development,  and  an  estimate  of  commercial 
cost  of  securing  stations. 

The  fair  value  of  the  property  having  once  been  determined, 
the  better  practice  is  to  use  this  as  a  basis  and  add  actual  net 
additions  thereto,  decreased  by  the  increase  in  the  depreciation 
reserve  created,  rather  than  (in  lieu  of  such  actual  net  additions 
decreased  by  the  depreciation  reserve)  take  a  combination  of 
facts  and  estimates. 

To  charge  the  public  rates  which  would  allow  an  increased  ap- 
propriation for  depreciation  and  add  the  resulting  excess  in  re- 
serve so  created  to  capital  account,  upon  which  a  return  of  eight 
per  cent,  is  to  be  earned  in  the  future,  does  not  appear  to  be 
reasonable. 

The  Board  takes  the  amount  of  $34,700,000  as  the  fair  value  of 
the  petitioner's  property  as  of  June  30th,  1919. 
It  is  apparent  that  the  company's  operations  for  the  year  1919 
enabled  it  to  earn  a  return  considerably  in  excess  of  eight  per 
cent,  on  the  capital  base  of  $34,700,000  and  that  in  that  year  it 
would  have  suffered  no  harm  if  certain  of  the  increases  imposed 
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by  the  orders  of  the  Postmaster  General  had  been  stricken  from 
its  schedule  of  rates.  The  results  indicate,  further,  that  certain 
of  the  minor  adjustments  in  its  proposed  schedule  are  not  neces- 
sary if  predicated  on  the  results  of  operations  for  the  year  1919. 
Although  the  earnings  for  the  year  1919  as  reported  exceed  an 
eight  per  cent,  return  on  the  fair  value  of  the  property,  the  Board 
does  not  believe,  in  view  of  the  probable  expenses  for  the  year 
1920,  that  it  would  be  justified  in  ordering  a  reduction  in  return 
at  this  time. 

The  petition  of  the  company  should  be  granted  with  the  following 
exceptions : 

(a)  The  schedule  of  rates  for  rural  telephones  in  exchange 
districts  where  the  total  number  of  stations  of  all  connected 
is  not  more  than  500  shaU  revert  to  the  schedule  of  rates 
in  eflfect  prior  to  August  ist,  1918. 

(b)  The  proposed  changes  in  rates  not  as  yet  effective  are 
disapproved.  In  the  ^natter  of  the  application  of  the  New 
York  Telephone  Company  for  authority  to  file  a  schedule  of 
rates  to  be  effective  upon  the  return  of  the  petitioner's  tele- 
phone System  to  it  by  the  United  States  Government, p.     545 

RATES— WATER  COMPANIES. 

The  value  of  the  property  of  a  company  supplying  water  is  taken 
as  a  basis  for  rates  at  $144,000.  On  this  a  return  of  7  per  cent, 
is  allowed  with  an  annual  allowance  of  i  per  cent,  for  depreciation. 
A  schedule  of  rates  to  produce  this  is  authorized.  In  the  matter 
of  the  application  of  the  Essex  Fells  Electric  Light  and  Water 
Company  for  approval  of  a  new  schedule  of  rates,  p.     12 

The   act   creating   the  Board   of   Public   Utility   Commissisoners 

prescribing    its    duties    and    powers,    became    effective    May    ist, 

191 1.     Any  attempt  by  a  utility  and  a  municipality  to  fix  rates, 

except  in  conjunction  and  with  the  approval  of  this  Board,  after 

its   formation  is  of  no  legal  consequence  in  a  rate  proceeding. 

The  agreement  made  with  the  Borough  of  Haddon  Heights  was 

subsequent  to  the  creation  of  the  Board. 

The  Board,  being  familiar  with  the  charges  made   for  hydrant 

service  by  the  different  water  companies  in  various  parts  of  the 

State  knows  by  the  comparison  of  rates  that  a  proposed  charge 

of  $25  per  fire  hydrant  is  not  unreasonable;  and  being  satisfied 

from  the   evidence  that   the   company   is   in   need   of   additional 

revenue  permits  a  uniform  rate  of  fire  hydrant  service  of  $25 

per  annum  per  fire  hydrant  to  become  effective  throughout  the 

territory  served  by  the  company.    In  the  matter  of  the  application 

of  the  New  Jersey  Water  Service  Co.  for  approval  of  increase 

in  fire  hydrant  rates,  p.       43 

A  water  company  proposes  to  increase  its  rate  for  the  first  spigot 
from  $9  to  $12  per  year,  claiming  this  to  be  necessary  because 
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of  increased  operating  expenses. 

A  study  of  the  operating  expenses  of  the  company  during  1916 
to  1919,  inclusive,  shows  that  the  appropriations  to  create  a  re- 
serve for  depreciation  are  based  on  charges  ranging  from  5  to 
7.5  per  cent,  of  the  value  new  of  the  depreciable  property.  This 
is  much  more  than  the  appropriations  determined  by  the  Board 
for  other  water  companies  whose  rates  have  been  under  review. 
It  is  believed  that  2  per  cent,  of  the  cost  new  of  the  fixed  capital 
will  be  sufficient  for  the  present  needs  of  the  company,  especially 
in  view  of  the  considerable  reserve  it  has  accumulated  since  the 
Board  was   created. 

It  is  assumed  that  the  net  revenue  for  1920  will  approximate  that 
for  1919.  This  indicates  that  the  company  can  pay  its  dividend 
of  7  per  cent,  and  pass  a  small  amount  to  surplus  account 
The  company  is  in  no  immediate  need  of  an  increase  in  revenue 
and  for  that  reason  there  is  no  necessity  for  an  adjustment  of 
its  rates  at  this  time. 

The  Board  is  asked  to  require  the  company  to  file  a  metered 
rate.  Where  a  company  has  to  maintain  a  plant  the  entire  year 
which  is  used  by  a  great  majority  of  its  customers  for  only  two 
or  three  months  of  the  year,  the  fixed  charges  of  the  company 
constitute  a  large  proportion  of  the  total  charges  for  water  and 
the  economies  of  metering  are  not  so  great  as  in  a  system  serving 
its  customers  twelve  months  in  the  year.  In  the  matter  of  the 
application  of  the  Bay  Head  Water  Company  for  increased 
rates,    p.      47 

In  a  report  by  the  Board,  dated  September  loth,  19 18,  it  con- 
cluded that  the  total  value  new  of  the  company's  property  as 
of  December  31st,  1917,  including  allowances  for  overhead  charges 
was  $1,150,755.  From  this  accrued  depreciation,  estimated  partly 
on  an  age  and  life  basis  (straight  line  depreciation)  and  partly 
on  a  condition  basis,  of  $126,700  was  deducted,  leaving  a  value 
new  less  depreciation  of  the  tangible  fixed  capital  of  $1,024,055. 
To  determine  the  value  of  the  property  as  of  December  31st, 
1919,  the  Board  takes  as  a  starting  point  the  determination  made 
as  of  December  31st.  191 7,  including  the  overhead  charges  then 
allowed  and  deducting  the  accrued  depreciation  determined  r' 
that  time.  Additions  and  deductions  for  property  added  an  J 
property  withdrawn  within  the  years  1918  and  1919  are  then  made. 
The  accrued  depreciation  is  affected  by  the  increase  in  the  au- 
thorization reserve  for  the  years  1918  and  1919  and  by  the  amount 
previously  estimated  as  having  accrued  on  the  property  that  has 
been  withdrawn  from  service  during  this  period. 
To  the  total  tangible  fixed  capital  as  of  December  31st,  I9i9» 
there  are  added  for  organization  and  franchise  expense  a  total 
of  $25,000,  and  for  working  capital  a  total  of  $50,000. 
In  determining  the  amount  to  be  allowed  for  working  capital, 
consideration  was  given  to  the  following: 
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1.  Operating   expenses   which   must   be   paid   in   advance   before 
collections   are   made    from   customers   for   services   rendered. 

2.  The  amount  of  fuel,  material  and  supplies  the  company  must 
keep  on  hand. 

3.  The  amount  of  cash  needed  by  the  company  for  bank  balance 
and  to  meet  contingencies. 

The   fair  value  of  the  property   devoted   to  the   service  of  ,  the 
public  as  of  June  30th,   1920,  is  taken  as  $1,204,000. 
The  total  amount  to  be  collected  annually  from   the  company's 
customers,   to   meet   operating  costs   and   proper   allowances   in- 
cluding 7  per  cent,  on  the  rate  base  is*  $273,874. 
The   anticipated   gross    revenue   is    $270,012. 
The  company  is  permitted  to  put  into  effect  the  schedule  of  rates 
submitted.     In  the  matter  of  the  revised  schedule  of  rates  of  the 
Middlesex  Water  Company, p.     154 

In  determining  the  rates  of  a  water  company  the  sum  of  $341,847 
is  taken  as  a  rate  base. 

To  realize  seven  per  cent,  on  the  rate  base  will  require  an  in- 
crease in  revenue  of  some  twenty  per  cent,  on  the  basis  of 
revenue  produced  in  1919  by  the  rates  in  eflfect. 
Permission  is  given  the  company  to  file  a  new  schedule  of  rates 
providing  for  a  surcharge  of  twenty  per  cent,  upon  existing 
rates.  In  the  matter  of  the  application  of  the  Lakewood  Water 
Company  for  further  increase   in    rates,    p.     205 

The  new  schedule  of  rates  proposed  is  unjust  and  unreasonable  in 

that  the  rates  would  under  all  the  circumstances  exceed  the  value 

of  the  service,  and  on  that  account  would  defeat  the  purpose  which 

the  company  has  in  mind,  which  is  the  increase  in  the  revenues  of 

the  company. 

The  company  will  be  allowed  to  file  a  provision  for  a  surcharge 

of  20  per  cent.,  which  is  to  be  applied  to  all  bills  rendered  by  the 

company  and  computed  in  accordance  with  the  existing  schedule 

of  rates.    In  the  matter  of  the  application  of  the  Sea  Isle  City 

Water  Company  for  increased  rates,  p.     235 

The  petitioner  is  permitted  to  apply  a  surcharge  of  20  per  cent,  to 
its  schedule  of  rates  to  meet  additional  costs  of  operation  accruing 
since  its  rates  were  fixed  by  the  Board  in  a  former  proceeding. 
The  rates  allowed  permit  the  company  to  provide  an  appropriation 
for  depreciation  reserve,  which  on  the  basis  of  the  experience  of 
the  past  four  or  five  years  will  enable  it  to  temporarily  utilize  eight 
or  nine  hundred  dollars  a  year  towards  the  installation  of  meters 
without  the  necessity  of  issuing  securities  to  obtain  the  capital 
therefor. 

The  Board  recommends  that  the  company  begin  to  install  at  least 
fifty  meters  per  annum,  beginning  with  such  customers  as  it  has 
reason  to  believe  are  wasting  water  and  then  supplying  applicants 
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up  to  the  limit  of  its  ability.  In  the  matter  of  the  application  of 
the  M&unt  Holly  Water  Company  for  permission  to  further  in- 
crease rates, p.     246 

The  Board  docs  not  approve  of  the  proposed  increase  in  the  mini- 
mum charge  for  unmetered  service  from  $6  to  $9,  but  will  approve 
an  increase  from  $6  to  $8. 

The  estimated  gross  revenue  and  the  amount  which  the  company 
requires  in  order  to  pay  its  operating  expenses,  taxes,  insurance 
and  something  approaching  six  per  cent,  on  the  depreciated  value 
of  the  property  are  so  nearly  equal  that  in  the  Board's  opinion 
the  increases  allowed  are  just  and  reasonable.  In  the  matter  of 
proposed  increase  of  rates  by  the  Tuckerton  Water  C&mpany,  . .  .p.     259 

The  value  of  the  property  of  a  water  company,  proposing  to  in- 
crease its  rates  is  taken  at  $17,000. 

A  schedule  of  rates  is  authorized  calculated  to  provide  for  operat- 
ing expenses,  taxes,  depreciation  and  a  return  of  six  per  cent,  on 
the  valuation. 

Rules  and  regulations  applying  to  service  are  also  approved.  In 
the  matter  of  the  application  of  the  New  Egypt  Light,  Heat, 
Power  and  Water  Company,  on  behalf  of  its  lessor,  the  New 
Egypt  Water  Company,  for  increased  water  rates, p.     388 

A  schedule  of  rates  submitted  by  a  water  company  is  approved,  it 
appearing  that  the  net  revenue  over  and  above  operating  expenses 
and  taxes  will  be  slightly  more  than  four  per  cent,  on  the  value' 
of  the  property.  In  the  matter  of  the  application  of  the  Co- 
lumbus Water  Company  for  increased  rates,  p.     400 

A  water  company  proposes  to  amend  its  rate  schedule  by  institut- 
ing a  minimum  charge  of  $12  per  annum. 

The  company's  gross  revenue  for  the  year  ending  July  ist,  1920, 
was  approximately  $35,100,  while  the  total  charges  for  operating 
expenses,  taxes  and  interest  were  $35,271.78. 

As  the  institution  of  the  minimum  charge  proposed  by  the  com- 
pany will  require  the  collection  of  less  revenue  from  its  customers 
than  would  result  from  a  general  rate  adjustment;  as  such  charge 
is  based  upon  the  principle  that  service  has  a  minimum  value  to 
any  customer  and  by  comparison  with  charges  of  other  companies 
the  minimum  of  $12  per  annum,  payable  quarterly,  is  not  unrea- 
sonable, it  would  appear  that  such  charge  rather  than  a  general 
rate  adjustment  would  be  desirable.  Atlantic  County  Water 
Company  in  the  matter  of  the  proposed  minimum  charge, p.     404 

In  considering  an  application  by  a  water  company  for  approval 
of  increased  rates  to  meet  increased  costs  of  operation  it  was 
stipulated  on  behalf  of  the  company  and  the  representatives  of  the 
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municipalities  served  that  the  Board  should  determine  a  just  and 
reasonable  rate  to  be  effective  from  October  ist,  1920,  and  that 
the  proceedings  should  be  suspended  until  such  rates  had  been 
effective  for  a  period  of  at  least  six  months,  at  the  end  of  which 
time  the  Board  should  resume  consideration  of  the  petition  by  re- 
ceiving testimony  as  to  the  experience  under  the  new  rates  during 
the  intervening  periods. 

An  increase  of  20  per  cent,  is  allowed,  subject  to  the  condition  that 
the  rates  may  be  summarily  altered  or  abrogated  in  the  further 
hearing.  Application  of  Commonwealth  Water  Company  for  fur- 
ther increase  in  rates, p.     408 

A  water  company  proposes  to  eliminate  a  discount  of  five  per 
cent  allowed  on  all  bills  paid  on  or  before  the  fifteenth  of  the 
month  in  which  the  bill  is  rendered  and  to  add  a  surcharge  of 
fifteen  per  cent,  to  all  bills,  the  surcharge  to  be  omitted  as  soon  as 
bituminous  coal  is  available  at  $8.50  per  net  ton,  delivered  at 
pumping  station. 

In  a  prior  case  the  value  new  of  the  tangible  property  less  de- 
preciation was  fixed  at  $1,204,000  as  of  June  30th,  1920.  From 
this  is  deducted  $89,000  the  investment  of  another  water  company 
in  a  plant  of  the  petitioner. 

The  application  of  the  company  is  denied  and  a  rate  schedule  is 
fixed  to  meet  operating  expenses,  depreciation  and  taxes  and 
provide  a  return  of  seven  per  cent,  on  the  value  of  the  company's 
property.  In  the  matter  of  the  application  of  the  Middlesex 
Water  Company  for  revised  schedule  of  rates,  p.     426 

Application  is  made  by  a  water  company  for  approval  of  increases 
in  rates  which  were  determined  by  the  Board  and  became  effective 
August  8th,  1919, 

The  valuation  of  the  company's  property  was  determined  by  the 
Board  in  a  prior  proceeding.  As  a  basis  for  rates  for  the  year 
ending  September  30th,  1920,  the  value  should  be  taken  as  of  a 
period  six  months  earlier,  or  approximately  $521,000. 
The  operating  expenses  including  taxes  for  1919  were  $47,886.  The 
total  operating  expenses,  for  the  twelve  months  ending  September 
30th,  1920,  were  $56,945.  The  total  earnings  for  the  twelve  months 
ending  September  30th,  1920,  were  $69,259.80,  leaving  $12,314 
available  for  the  payment  of  interest  for  the  year. 
The  present  schedule  of  rates  was  based  upon  careful  allocation 
of  the  costs  to  the  various  classes  of  service  and  the  Board  is 
not  willing  that  any  change  should  be  made  in  the  readiness  to 
serve  charge  for  metered  consumption  nor  in  the  charges  for  fire 
protection.  Any  changes  made  in  the  rates  must  be  by  a  readjust- 
ment in  the  proportional  charges  for  metered  consumption. 
The  company's  petition  is  denied.  The  Board  fixes  a  schedule  of 
rates  which  the  company  may  file.    In  the  matter  of  proposed  in- 

crease  in  rates  by  the  Monmouth  County  Water  Company, p.     457 

40 
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In  its  report  of  April  28th,  1917,  the  value  of  the  property  of  the 
petitioner  devoted  to  the  public  use  was  determined  to  be  $9,500,000 
for  the  purpose  of  making  rates,  The  company  brings  this  valua- 
tion down  to  date  by  adding  thereto  the  net  additions  to  plant 
and  property  since  that  time,  decreased  by  the  net  increase  in  the 
depreciation  reserve  accumulated  out  of  the  rates  charged. 
By  reason  of  a  deficiency  of  return  below  a  seven  per  cent  on 
the  rate  base  as  determined  by  the  Board  in  its  first  presentation 
the  company  added  to  the  rate  base,  determined  as  above  described, 
a  sum  of  approximately  $630,000  upon  which  it  claims  a  return  to 
make  up  the  deficiency. 

The  Board  does  not  regard  the  present  as  a  propitious  time  for 
recovering  such  deficiency.  The  petitioner  operated  its  plant  for 
nearly  thirty  years  without  regulation  prior  to  the  creation  of  this 
Board.  So  far  as  the  Board  is  informed,  the  various  rates 
throughout  this  period  were  substantially  uniform,  although  the 
return  after  fixed  charges  was  at  times  insufficient  to  permit  the 
payment  of  usual  dividends.  The  officers  of  the  company,  un- 
doubtedly were  of  the  opinion  rates  should  not  be  frequently 
changed  to  meet  varying  financial  results. 

The  Board  finds  and  determines  the  rates  proposed  to  be  charged 
by  the  Hackensack  Water  Company  to  be  unjust  and  unreason- 
able and  the  petition  is  denied.  The  Board  further  finds  and 
determines  that  the  existing  rates  are  insufficient  and  do  not  yield 
to  the  company  the  rate  of  return  to  which  the  Board  heretofore 
adjudged  it  to  be  entitled. 

To  enable  it  to  earn  said  return  the  company  will  be  permitted  to 
file  an  amended  schedule  of  rates  imposing  a  surcharge  of  27 
per  cent,  effective  November  15th,  1920,  in  lieu  of  the  existing 
surcharge  of  17.5  per  cent.  Hackensack  Water  Company  in  re  in- 
creased  rates  and  in  re  rates  charged  the  City  of  Hoboken, p.     463 

RAILROAD  COMPANIES.    See  Grade  Crossings,  Rates,  Service. 

REGULATIONS. 

It  has  been  uniformly  held  by  courts  and  commissions  that  public 
utilities  have  a  right  to  adopt  reasonable  regulations  to  protect 
themselves  against  loss  and  to  prevent  abuse  of  their  service.  The 
Board  has  authority  to  set  aside  regulations  which  are  unreason- 
able and  to  impose  reasonable  regulations  which  utilities  must 
observe  Among  regulations  utilities  may  adopt  is  one  requiring 
a  deposit  in  advance  of  supplying  service  as  a  protection  against 
default  in  pa3mient  therefor.  Requirement  of  a  deposit  return- 
able on  demand  is  not  regarded  as  a  charge  in  excess  of  the  legal 
rate.  Board  of  Commissioners  of  the  City  of  Hoboken  vs.  Hud- 
son and  Manhattan  Railroad  Company,  p.     343 

A  public  utility  may  properly  initiate  rules  and  regulations  as- 
sumed by  it  to  be  in  the  general  interest  of  its  customers.    If  the 
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question  arises  whether  the  utility  is  in  error  in  its  judgment,  and 
the  promotion  of  the  public  interest  without  injustice  to  the 
utility  requires  rules  and  regulations  different  from  those  ini- 
tiated by  it,  the  Board,  not  the  utility,  must  accept  the  respon- 
sibility aud  decide  the  question.  In  the  matter  of  charges  for 
service  connections  by  the  Public  Service  Electric  Company, p.     473 

REPARATION. 

The  Board  is  not  authorized  under  the  laws  which  define  its 
powers  and  duties  to  award  reparation.  As  under  the  new  rules 
and  regulations  which  the  Board  determines  to  be  unjust  and  un- 
reasonable charges  have  been  made  for  service  connections  pre- 
viously made  without  charge,  and  as  hereafter  such  charges  are 
not  to  be  imposed,  the  Board  is  of  the  opinion  refunds  should 
be  made  and  so  recommends.  In  the  matter  of  charges  for 
service  connections  by  the  Public  Service  Electric  Company, p.     473 

SECURITIES. 

Approval  is  asked  of  the  issuance  of  stock  in  the  par  value  of 
$25,000  by  the*  Hanover  Sewer  Company,  purchaser  at  receiver's 
sale  of  the  property  of  the  Wrightstown  Sewerage  Company. 
The  property  was  sold  for  $9^000  free  and  clear  of  all  encum- 
brances. 

The  Board  determines  that  under  all  the  circumstances  sur- 
rounding the  earning  power  and  cost  of  operation  the  capital 
stock  to  be  issued  as  representing  the  value  of  the  plant  should 
be  the  sum  of  $10,000.  In  the  matter  of  the  application  of  the 
Hanover  Sewer  Company  for  approval  of  an  issue  of  stock, p.       71 

Application  is  made  for  approval  of  an  issue  of  bonds  to  capi- 
talize expenditures  up  to  December  26th,  1919. 
It  is  proper  to  determine  the  amount  of  securities  which  might  be 
approved  at  the  present  time  on  the  basis  of  the  excess  of  fixed 
capital  expenditures  as  of  December  31st,  1919,  over  the  cash 
received  for  all  of  the  securities  issued  since  the  approval  of  the 
company's  first  application  in  1912. 

Financing  is  disapproved  which  involves  an  undue  issue  of  bonds 
as  compared  with  stock.  Where  the  stocks  and  bonds  outstanding 
amount  respectively  to  $25,000  and  $180,000,  a  total  of  construction 
expenditures  not  capitalized,  for  which  securities  might  issue 
is  $27,530.06,  and  an  issuance  of  bonds  to  the  amount  of  $11,000 
has  been  approved,  the  Board  will  not  approve  the  issuance  of 
bonds  for  the  balance,  but  will  consider  an  application  for  an  issue 
of  stock  in  place  thereof.  In  the  matter  of  the  application  of  the 
Ocean  City  Sewer  Company  for  approval  of  the  issue  of  $51,500 
in    bonds,    p.     105 


Application  is  made  for  approval  of  an  issue  of  $200,000  stock  and 
$350,000  three-year  notes  for  the  following  purposes: 
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To  provide  payment  for  the  purchase  of  the  underlying  electric 
light  properies  located  in  Morristown  and  Boontpn  and  vicinities, 
which  properties  have  been  owned  heretofore  by  the  United 
Electric  Company  of  New  Jersey  and  operated  under  lease  by  the 
Morris  and  Somerset  Electric  Company  as  to  the  Morristown 
property  and  by  the  Boonton  Electric  Company  as  to  the  property 
located  in  Boonton. 

For  the  purchase  of  all  the  capital  stock  of  the  Boonton  Electric 
Company. 

To  pay  for  certain  additions  and  extensions  to  the  plant  and 
system  of  the  company  already  completed  or  now  in  progress. 
The  Board  approves  the  issues  of  securities  for  the  purchase  of 
the  underlying  properties  and  for  reimbursing  the  treasury  of  the 
company  for  expenditures  already  made  or  to  be  made  in  accord- 
ance with  the  conditions  stated  above. 

Approval  is  withheld  of  the  issue  of  capital  stock  of  the  Morris 
and  Somerset  Electric  Company  to  the  amount  of  $40,000  for  the 
purchase  of  the  Boonton  stock.  The  value  represented  by  this 
stock  is  held  to  be  not  in  excess  of  $11,000.  Where  definite  infor- 
mation is  before  the  Board  as  to  the  net  equities  represented  by 
the  stock  outstanding  in  the  case  of  the  Boonton  Electric  Com- 
pany, the  Board  cannot  ignore  the  fact.  In  the  matter  of  the 
application  of  the  Morris  and  Somerset  Electric  Company  for 
approval  of  the  issue  of  $200,000  in  stock  and  $350,000  three-year 
6  per  cent,  note's,  p.     109 

Application  is  made  by  the  Central  Railroad  Company  of  New 
Jersey  for  authority  to  issue  not  to  exceed  $6,285,000  par  value 
of  equipment  notes. 

From  the  testimony  it  appears  that  issues  of  notes  to  the  aggre- 
gate amount  of  $5,775,ooo  are  needed  under  the  agreement  to  pay 
for  equipment  the  purchase  price  of  which  is  now  definitely  fixed. 
It  is  the  Board's  judgment  that  issues  to  this  total  amount  should 
be  approved,  but  that  approval  should  not  be  given  to  any  issue 
beyond  this  until  the  further  sum,  if  any,  shall  be  definitely  fixed. 
In  the  matter  of  the  application  of  the  Central  Railroad  Company 
of  New  Jersey  for  authority  to  issue  not  to  exceed  six  million  two 
hundred  and  eighty-five  thousand  dollars,  par  value  of  equipment 
notes  under  equipment  trust  agreement  dated  January  15th,  1920, 
made  with  Walker  D.  Hines,  Director-General  of  Railroads,  and 
Guaranty  Trust  Company  of  New  York  as  Trustee, p.     140 

Application  is  made  for  approval  of  an  issue  of  capital  stock  to 
the  amount  of  $97,300  to  cover  expenditures  made  and  to  be  made 
by  an  electric  utility. 

The  amount  already  expended  has  been  checked  by  the  Board's 
engineer  and  represents  expenses  for  construction  work  which 
may  be  properly  capitalized.  Approval  is  given  to  the  issuance  of 
securities  for  $17,800  for  this  purpose. 
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Approval  is  given  for  the  issuance  of  additional  securities  to  the 
amount  of  $24,500.  In  the  matter  of  the  application  of  the  Tri- 
County  Electric  Company  for  approval  of  $73,500  capital  stock 
at  par, p.     146 

In  considering  an  application  for  approval  of  an  issue  of  $25,000 
capital  stock  the  evidence  shows  that  a  large  part  of  the  con- 
struction work  it  is  proposed  to  capitalize  has  been  done  through 
contracts  made  with  the  president  of  the  company;  that  some  of 
the  contract  prices  were  high  as  compared. with  the  costs  to  other 
companies  for  similar  work,  and  that  on  some  of  the  work  pay- 
ments were  made  in  large  part  directly  by  the  company. 
This  method  of  making  extensions  is  criticised.  The  Board  is 
satisfied,  however,  that  the  total  amount  charged  on  the  company's 
books  does  not  exceed  the  value  new  of  the  property  owned  by 
the  company,  if  all  the  elements  of  value  ire  considered  and  the 
prices  of  labor  and  material  are  estimated  on  the  basis  of  a  reason- 
able cost  of  labor  and  material  at  the  time  the  property  was  in- 
stalled. On  this  basis  approval  is  given  to  an  issue  of  stock  at 
par  to  the  amount  of  $15,000  for  uncapitalized  construction.  In 
the  matter  of  the  application  of  the  Laurel  Springs  Water  Supply 

Company  for  approval  of  $25,000  in  stock,   p.      193 

The  Board  is  satisfied  after  investigation  and  due  hearing  that 
the  issue  of  stock  prayed  for  in  the  application  is  justified  and 
warranted ;  that  the  value  of  the  property  obtained  thereby  is 
amply  sufficient  to  warrant  the  issue,  and  that  the  issue  is  to  be 
made  in  accordance  with  existing  law.  In  the  matter  of  the  appli- 
cation of  the  Atlantic  City  Electric  Company  for  approval  of  the 
issuance  of  $182, goo  par  value  of  its  six  per  cent,  cumulative  non- 
voting   preferred    stock,    p.     494 

The  Board  is  fully  cognizant  of  the  conditions  existing  regarding 
the  financing  of  public  utilities  and  the  difficulties  of  obtaining 
money  at  comparatively  low  rates  of  interest.  The  whole  business 
world  knows,  however,  this  is  not  the  proper  time  to  issue  thirty 
year  bonds. 

It  would  be  better  financing  and  lead  to  better  results,  both  for 
the  company  and  the  public  it  serves,  to  adopt  some  short  term 
form  of  financing  which  can  be  converted  later  into  long  term 
bonds  at  a  lower  rate  of  interest  than  is  carried  by  bonds  under 
the  proposed  mortgage.  This  appears  to  be  especially  true  where 
such  a  large  proportion  of  the  funds  to  be  obtained  by  the  sale 
of  bonds  is  to  be  used  for  the  payment  of  floating  indebtedness. 
If  the  petition  is  granted  as  submitted  there  would  be  outstand- 
ing bonds  of  a  face  value  of  more  than  ten  times  the  face 
value  of  the  stock. 

The  Board  finds  that  the  creation  of  a  long  term  mortgage  at 
so  high  a  rate  of  interest  (eight  per  cent.)   is  not  justified  and 
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would  create  an  unreasonable  burden  on  the  customers  of  the 
company;  and  that  the  issuance  of  bonds  under  any  form  of 
mortgage  which  in  total  bears  such  an  improper  and  extravagant 
relation  to  the  amount  of  stock  outstanding  is  not  in  the  public 
interest.  Petition  is  dismissed.  In  the  matter  of  the  application 
of  the  Millville  Electric  Company  for  approval  of  $530,000 
bonds,    p.     519 

SERVICE  CONNECTIONS.    See  Service. 

SERVICE— ELECTRIC  COMPANIES. 

Complaint  is  made  of  the  failure  of  a  lighting  company  to  furnish 
street  lighting.  It  appears  the  company  has  been  unable  to  obtain 
permission  for  pole  locations  from  an  owner  of  property  along  the 
right  of  way.     Held: 

The  Township  Committee  of  Roxsbury  has  authority  to  enter  into 
a  street  lighting  contract  with  the  New  Jersey  Power  and  Light 
Company. 

The  committee  did  enter  into  such  an  agreement  providing  for 
street  lighting. 

That  because  the  poles  are  to  be  used  exclusively  for  street 
lighting  no  permit  is  needed  from  the  owner  of  the  soil.  Town- 
ship of  Roxhury  vs.  New  Jersey  Power  and  Light  Company, p.     419 

There  is  no  obligation  resting  upon  a  public  utility  to  extend  its 
facilities  and  supply  service  at  its  filed  rates  without  regard  to 
the  cost  of  the  extension  or  the  sufficiency  of  the  return.  But  long 
and  expensive  constructions  for  the  benefit  of  individuals  whose 
use  of  the  facilities  would  be  insufficient  to  pay  interest  on  the 
capital  expenditure  and  provide  for  depreciation  are  quite  differ- 
ent from  the  connection  of  premises  located  alongside  the  dis- 
tributing system. 

Unless  a  utility  is  operating  under  such  conditions  that  it  is  unable 
to  supply  service  at  rates  prospective  customers  will  be  willing 
to  pay,  additional  customers  from  whom  it  is  apparent  the 
revenue  will  meet  all  costs  which  can  be  fairly  allocated  to  them, 
including  a  reasonable  return  on  the  investment,  not  only  add 
in  a  desirable  way  to  the  utility's  receipts,  but  their  connection 
to  the  system  is  in  accordance  with  the  public  policy  under  which 
the  utility  enjoys  special  privileges  to  operate. 
Where  the  cost  of  the  connection  is  such  that  the  revenue  from 
the  customer  will  absorb  the  connection  charges  and  return  a 
profit  to  the  company,  there  is  no  injury  to  the  other  users  if 
the  cost  of  making  the  connection  is  assumed  by  the  company. 
A  public  utility  may  properly  initiate  rules  and  regulatiohs 
assumed  by  it  to  be  in  the  general  interest  of  its  customers.  If 
the  question  arises  whether  the  utility  is  in  error  in  its  judgment 
and  the  promotion  of  the  public  interest  without  injustice  to  the 
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utility  requires  rules  and  regulations  different  from  those  initiated 
by  it,  the  Board,  not  the  utility,  must  accept  the  responsibility 
and  decide  the  question. 

Giving  due  consideration  to  all  the  facts  and  circumstances, 
it  is  not  believed  the  financial  condition  of  the  company  or  the 
general  conditions  with  respect  to  procuring  capital  are  such  as 
to  warrant  the  abrogation  of  the  old  rule  providing  for  service 
connections  without  charge  within  the  limits  to  which  such 
connections   were  previously   so   made. 

As  to  charges  imposed  when  the  free  limits  are  exceeded  these 
should  not  be  fixed  sums,  but  based  on  the  actual  costs  of 
material  used  and  the  labor  employed. 

The  Board  is  not  authorized  under  the  laws  which  define  its 
powers  and  duties  to  award  reparation.  As  under  the  new 
rules  and  regulations  which  the  Board  determines  to  be  un- 
just and  unreasonable,  charges  have  been  made  for  service  con- 
nections previously  made  without  charge,  and  as  hereafter  such 
charges  are  not  to  be  imposed,  the  Board  is  of  the  opinion  refunds 
should  be  made  and  so  recommends.  In  the  matter  of  charges  for 
service  connections  by  the  Public  Service  Electric  Company,  ....p.     473 

The  Millville  Electric  Light  Company  has  apparently  grouped 
all  applicants  for  service  together,  and  upon  the  plea  that  it  is 
out  of  funds  refuses  service  to  any  applicant  not  now  connected 
to  its  system,  without  regard  to  the  question  whether  all  that  is 
required  is  the  installation  of  the  meter  and  the  running  of  the 
service  wires,  without  pole  construction. 

The  Board  is  not  satisfied  that  the  cost  to  the  company  of 
connecting  the  comparatively  few  customers  who  desire  service, 
for  whom  no  additional  poles  need  be  placed  will  be  so  great 
the  company  cannot  meet  the  expenditure  necessary  for  this  pur- 
pose. These  customers,  when  connected,  will  be  additional  sources 
of  revenue  and  it  would  be  to  the  company's  advantage  to  have 
them  connected. 

The  Board  finds  and  determines  that  in  refusing  service  to  ap- 
plicants for  the  same,  where  it  is  unnecessary  to  install  a  pcHc 
to  carry  service  wires,  the  Millville  Electric  Light  Company  does 
not  furnish  safe,  adequate  and  proper  service  and  does  not  keep 
and  maintain  its  property  and  equipment  in  such  condition  as 
will  enable  it  to  do  so.  In  the  matter  of  investigation  of  the 
service  afforded  by  the  Millinlle  Electric  Light  Company p.     577 

SERVICE— GAS  COMPANIES. 

The  Standard  Gas  Company,  directed  to  submit  to  the  Board 
plans  for  additions  to  its  plant,  submitted  a  -statement  of  work 
proposed  to  be  done. 

Protest  is  made  that  the  company  failed  to  submit  plans  in 
compliance  with  the  Board's  order.  The  plan  submitted  is  con- 
ceded by  the  company  to  be  a  temporary  expedient. 
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The  Board's  report  had  within  its  purview  the  preparation  of  a 

plan  for  permanent  improvement. 

The  Board  will  require  the  company  to  file  such  plans  as  were 

contemplated  by  the  former  order  with  a  date  by  which  it  believes 

it    will   be    able    to    do    the    work    necessary    thereunder. 

The  Board  will  permit  the  company  to  make  the  improvements 

in  its  facilities  as  proposed  in  the  plan  filed  by  it  and  requires 

in   addition   thereto  the   installation   of   a   boiler   at  its   Atlantic 

Highlands   plant.      In   the   matter   of   complaint   against   service 

furnished  by  the  Standard  Gas  Company, p.       25 

Upon  its  appearing  that  a  gas  company  was  refusing  to  accept 
applications  from  new  customers  for  service  hearing  was  called. 
Held:  ^ 

It  is  the  duty  of  gas  companies  to  furnish  safe,  adequate  and 
proper  service.  Such  service  is  not  afforded  when  a  gas  company 
which  has  been  granted  the  right  to  lay  mains  in  public  highways 
and  has  exercised  the  privileges  of  this  grant  refuses  to  connect 
the  premises  of  those  who  reside  along  the  mains. 
When  a  company  does  not  do  this  it  must  go  further  than  make  a 
general  statement  that  it  is  not  in  a  position  to  "take  on  any  more 
new  business."  It  is  its  duty  to  avail  itself  of  the  hearing  which 
the  statute  provides  shall  be  held  before  orders  of  the  Board  are 
made  and  to  present  facts  and  figures  to  show  that  its  manage- 
ment is  competent ;  its  financial  plight,  if  such  exists  is  not  its  fault 
and  that  conditions  are  such  it  is  impracticable  for  it  to  afford 
service  which  the  law  contemplates  shall  be  provided. 
The  company  has  done  none  of  these  things.  It  will  be  ordered 
to  make  connections  and  supply  service  to  those  residing  on  pub- 
lic highways  where  its  existing  mains  are  laid.  In  re  service — 
Pleasantinlle  Gas  Company,  p.     215 

That  public  utilities  may  discontinue  service  after  reasonable  no- 
tice if  a  correct  account  for  service  rendered  is  not  paid  has  been 
approved  by  the  Board. 

Except  in  rare  cases  discontinuance  of  service  will  lead  to  pay- 
ment of  accounts  to  which  the  utility  is  entitled,  as  complainants 
will  not  suffer  the  inconvenience  from  such  discontinuance. 
If  payment  is  not  made;  suit  is  not  brought,  and  the  time  passes 
in  which  the  company  would  have  a  standing  in  a  court  of  law  as 
the  complainant  in  an  action  against  a  debtor  it  should  not  be  priv- 
ileged to  deny  service  because  of  nonpayment  of  the  old  account 
Louis  P.  Homing  vs.  Blisabethtown  Gas  Light  C&mpany, p.     270 

The  Board  on  October  17th,  191 1,  adopted  a  rule  to  be  observed  by 
gas  companies,  which  provided  for  a  monthly  average  total  heat- 
ing value  of  not  less  than  600  B.  T.  U.  with  a  minimum  which 
shall  not  fall  below  550  B.  T.  U. 
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Consideration  of  the  question  whether  this  standard  should  be 
reduced  comprehends  particular  inquiry  as  to  the  following: 
(i)  The  resources  of  oil  supply. 

(2)  Increases  in  the  demand  for  petroleum  products: 

(a)  Normal  use,  and 

(b)  New  uses. 

(3)  Effect  upon  the  cost  of  manufacture  of  gas  because  of  the 
increased  demands  for  oil  and  the  consequent  scarcity 
thereof  resulting  in  increase  in  price. 

(3)  Effect  on  the  efficiency  of  gas  appliances  and  on  the  con- 
sumption of  gas  by  various  changes  in  calorific  value  of 
gas. 

(5)  Necessity  of  accompanying  adjustment  of  appliances  when 
any  change  is  made  in  calorific  standard. 

(6)  Effect  on  cost  of  manufacture  and  resultant  effect  on  cost 
to  consumers  when  any  change  is  made  in  calorific  stand- 
ard. 

The  Board  finds  that  the  standard  can  be  lowered  to  a  minimum 
of  525  B.  T.  U. ;  that  putting  the  reduced  standard  into  effect  will 
require  adjustment  of  many  of  the  appliances  in  use  on  the  prem- 
ises of  the  consumers,  that  the  burden  of  making  the  adjustments 
must  rest  upon  the  companies,  and  that  the  change  in  standard 
should  be  gradual  and  made  in  three  approximately  equal  steps. 
Not  less  than  two  months  must  elapse  between  the  first  change 
and  the  last,  nor  shall  a  longer  period  than  three  months  be  re- 
quired for  making  the  change.  In  the  matter  of  the  proposed 
change  in  standard  for  gas, p.     288 

The  Board  is  of  the  opinion  that  if  the  prospective  customers  will 
assure  the  company  the  amount  of  $236  per  annum  the  extension 
desired  would  be  reasonable  and  practicable  and  furnish  sufficient 
business  to  justify  the  construction  and  maintenance  of  the  same. 
Bdward  A.  Benson  ct  aL  vs.  The  Cranford  Gas  Light  Company,  ..p.     325 

Application  is  made  to  require  a  gas  company  to  extend  its  facil- 
ities and  supply  service. 

The  Board  is  not  satisfied  it  can  reasonably  order  the  extension 
to  be  made  without  a  guarantee  of  revenue  to  cover  the  cost  of 
same. 

It  would  not  be  unfair  to  those  for  whose  benefit  the  extension 
would  be  made  to  guarantee  an  annual  revenue  of  $156  for  a  mini- 
mum period  of  five  years,  the  guarantee  to  be  distributed  over 
all  customers  in  an  equitable  manner  as  they  are  added  to  the  line. 
Ralph  Hulse  vs.  Public  Service  Gas  Company,  p.     386 

Complaint  is  made  of  the  service  afforded  by  a  gas  company. 
The  company  contends  that  it  is  unable  to  finance  the  improve- 
ment necessary  for  the  provision  of  adequate  service. 
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The  Board  has  given  this  contention  due  consideration  but  is  not 

satisfied  that  it  can  or  should  be  accepted  as  an  excuse  for  die 

further  continuance  of  intolerable  conditions  resulting  from  iaade- 

quate  service. 

The  company   voluntarily  assumed  the  obligation  of  si4>plying 

gas  to  the  communities  from  which  the  complaints  come.    In  the 

construction  of  the  plant,  mains  were  installed  with  a  limited 

reserve  capacity.    This  capacity  has  been  overtaken;  the  mains 

are  overtaxed  and  the  service  is  inadequate. 

The  time  has  come  when  those  who  have  suffered  for  a  long  time 

from  the  poor  service,  afforded  by  the  respondent  company  should 

have  it  definitely  settled  whether  they  are  to  have  adequate  service 

from  it;  from  some  other  company,  if  there  be  one  willing  to 

supply  service,  or  whether  they  must  select  some  substitute  for 

gas  service  if  the  conditions  in  the  territory  are  such  that  it  is 

impracticable  for  a  gas  company  to  supply  service  therein. 

An  order  is  entered  requiring  additional  transmission  facilities. 

Residents  of  Laurel  Springs  and  Clement  on  Township  vs.  New 

Jersey  Gas  Company  and  Glendora-Chews  Improvement  Assoda- 

tion  vs.  New  Jersey  Gas  Company,  p.     442 

Complaint  is  made  of  the  refusal  of  a  gas  company  to  extend 
its  facilities  and  supply  service. 

From  the  facts  and  exhibits  before  the  Board  including  reports 
of  the  company  for  the  past  five  years  it  is  determined  that  the 
extension  would  be  reasonable  and  practicable;  that  a  revenue  of 
$101  per  year  for  a  period  of  five  years  would  furnish  sufficient 
business  to  justify  its  construction  and  maintenance  and  that  the 
financial  condition  of  the  company  reasonably  warrants  the  orig- 
inal expenditure  required  in  making  and  operating  the  same. 
I^ester  W.  Spender  et  al.  vs.  Metuchen  Gas  Light  Company,  ....p.     448 

The  Board  has  on  the  date  hereof  filed  a  report  in  the  matter  of 
the  service  connection  charges  by  the  Public  Service  Electric 
Company. 

It  is  held  that  the  same  principles  apply  in  the  case  under  consid- 
eration. In  the  matter  of  charges  for  service  connections  by  the 
Public  Service  Gas  Company,  p.     485 

SERVICE— RAILROAD  COMPANIES. 

The  problem  of  preventing  misuse  by  irresponsible  persons  is 
one  incident  to  all  stations  where  the  travel  reasonably  requires 
a  station  buikting  but  is  not  sufficient  to  warrant  the  emplayment 
of  a  station  agent.  In  such  cases  there  should  be  co-operation  be- 
tween the  railroad  company  and  the  local  police  authorities. 
An  order  is  entered  requiring  a  railroad  company  to  thoroughly 
clean  at  least  twice  each  day  a  nonagency  station ;  to  improve  its 
lighting  and  to  afford  additional  train  service  thereat.    Borough 
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of  Bloomingrale  vs.  New  York,  Susquenhanna  aHd  Western 
Railroad  Co.,   p.     439 

SERVICE—STREET  RAILWAYS. 

The  Public  Service  Railway  Company  changed  arbitrarily  the 
routing  of  cars  and  the  manner  of  service  against  the  protest  of 
the  municipalities  affected  and  without  the  consent  of  the  Board. 
Contracts  with  municipalities  remain  valid,  binding  obligations 
unaffected  in  their  terms  until  a  court  of  competent  jurisdiction 
or  the  Board  of  Public  Utility  Commissioners  by  lawful  order, 
after  hearing,  permits  a  change  in  such  routing  or  operation. 
The  appropriate  procedure  to  follow  before  abandoning  service 
was  by  application  to  the  Board.  In  the  matter  of  the  Borough 
of  Metuchen  vs.  Public  Service  Railway  Company  in  re  operation 
of  shuttle  car  on  Main  Street,  and  transfer  charge  in  connection 
therewith,    p.     148 

From  the  evidence  presented  it  is  apparent  that  a  skip  stop  sys- 
tem, proposed  by  a  street  railway  company,  would  be  to  the  ad- 
vantage of  all  parties  interested.  Approval  is  given.  In  the  mat- 
ter of  the  application  of  the  five-mile  Beach  Electric  Railway 
Company  to  establish  a  system  of  skip-stops  upon  its  street  rail- 
way,     p.     171 

In  the  absence  of  substantial  proof  to  the  contrary,  the  Board  will 
assume  that  the  action  of  the  municipal  authorities  in  recommend- 
ing a  change  in  routing  of  a  street  railway  operating  within  the 
corporate  limits  of  the  municipality  represents  the  wishes  of  the 
majority  of  the  citizens  and  is  in  furtherance  of  improved  service. 
In  the  matter  of  the  application  of  the  Public  Service  Railway 
Company  in  re  change  of  route  and  removal  of  tracks,  Camden, 
New  Jersey,    p.     280 

SERVICE— TELEPHONE  COMPANIES. 

The  Quick  Action  Collection  Company,  a  subscriber  for  service  fur- 
nished by  the  New  York  Telephone  Company,  without  the  consent 
of  the  company  removed  certain  parts  of  the  telephone  instrument 
and  substituted  therefor  other  equipment  not  owned,  furnished 
or  controlled  by  the  telephone  company. 

A  rule  of  the  telephone  company  provides  that  "The  telephone 
equipment  apparatus  and  lines  shall  be  carefully  used  and  no  ap- 
paratus or  appliance  not  furnished  by  the  company  shall  be  at- 
tached to  or  used  in  connection  therewith." 

The  Board  has  power  to  order  the  company  to  render  safe,  ade- 
quate and  proper  service,  but  it  does  not  follow  that  it  has  power 
to  order  the  connection  of  facilities  of  the  company  with  instru- 
mentalities not  owned  or  controlled  by  it. 

If  private  ownership  of  any  part  of  the  facilities  of  the  service 
were  permitted,  the  telephone  company  would  to  that  extent  lose 
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control  over  the  instrumentalities  of  service  and  would  encoun- 
ter difficulties  in  preventing  the  attachment  of  harmful  devices 
and  appliances. 

The  rule  and  practice  of  the  company  of  insisting  that  equipment 
not  owned  or  controlled  by  it  shall  not  be  connected  with  its  lines 
or  instruments  is  not  unreasonable.  Quick  Action  Collection  Com- 
pany vs.  New  York  Telephone  Company,  p.       52 

SERVICE— WATER  COMPANIES. 

The  question  before  the  Board  in  this  proceeding  is  whether,  un- 
der the  authority  vested  in  it  by  law,  it  can  order  the  respondent 
to  extend  its  facilities  to  supply  service  to  the  complainant. 
It  does  not  appear  that  the  extension  will  afford  sufficient  business 
to  justify  its  construction  and  maintenance  or  that  the  financial 
condition  of  the  utility  reasonably  warrants  the  Board  requiring 
it  to  make  the  original  expenditure  involved  in  making  or  oper- 
ating the  same.  Harry  IV.  Bealer  vs.  General  Water  Supply 
Company,    p.       75 

Following  receipt  of  numerous  complaints  the  Board  called  on  its 
own  motion  a  hearing  for  the  purpose  of  determining  whether 
the  Elizabethtown  Water  Company  and  Middlesex  Water  Com- 
pany furnish  safe,  adequate  and  proper  service.  Similar  hearing 
was  called  with  respect  to  the  Plainfield-Union  Water  Company, 
it  appearing  that  the  three  companies  should  be  considered  to- 
gether. 

The  Board  holds  that  the  Elizabethtown  Water  Company  should 
take  immediate  steps  to  install  meters  on  its  services  to  all  its 
customers. 

The  Middlesex  Water  Company  should  expedite  the  construction 
of  a  booster  pump  and  install  a  transmission  main  from  a  point 
near  South  Plainfield  to  Woodbridge. 

The  Plainfield-Union  Water  Company  is  required  to  adopt  a  pro- 
gram to  provide  for  the  installation  of  meters  measuring  water 
to  all  its  customers. 

General  recommendations  are  made  to  all  the  companies  looking 
to  the  provision  of  additional  facilities  and  an  order  is  issued  re- 
quiring reports  by  a  specific  date  as  to  progress  made  in  comply- 
ing with  the  recommendations.  In  re  investigation  of  service  af- 
forded by  the  Middlesex  Water  Company,  Elizabethtown  Water 
Company  and  Plainfield-Union   Water  Company,   p.      1 19 

The  complainants  reside  in  a  locality  where  a  water  company  has 

been  granted  a  franchise,  but  is  not  supplying  water. 

From  an  operating  standpoint  it  would  be  practicable  for  a  water 

company  supplying   service   in   adjacent   territory  to   extend    its 

facilities  to  supply  complainants. 

The  petitioners  want  service  from  this  company. 
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The  Board  is  of  the  opinion  the  Borough  should  give  to  the  com- 
pany authority  to  extend  its  facilities  into  the  territory.  Mrs. 
Kate  Rowe  et  a/,  vs.  People's  Water  Company  and  Keansburg 
Water   Company,    p.     I73 

When  an  extension  of  facilities  of  a  public  utility  is  desired  and 
it  appears  that  the  revenue  from  the  extension  at  the  regular  rates 
would  be  insufficient  to  warrant  making  it,  it  has  been  uniformly 
held  that  some  form  of  extension  agreement  to  assure  a  sufficient 
revenue  may  be  exacted.  The  courts  of  our  State  do  not  require 
bonds  of  surety  companies  in  the  numerous  and  various  guaran- 
tees on  which  they  are  called  to  pass.  Recommendation  is  made 
that  the  company  make  the  extension  wanted  upon  the  petitioner 
entering  into  a  bond  in  the  usual  form  with  at  least  one  and  not 
more  than  two  freeholders  in  the  county  of  Bergen  as  sureties 
in  the  sum  of  $250,  in  accordance  with  the  "Application  and  Agree- 
ment for  Extension"  regularly  used  by  the  Hackensack  Water 
Company  (excepting  the  requirement  of  a  surety  bond),  to  termi- 
nate on  or  before  December  31,  1926.  Boundary  Realty  Company 
vs.  Hackensack  Water  Company,  p.     382 

Complaint  is  made  of  the  refusal  of  a  water  company  to  install  a 
meter  at  the  premises  of  the  complainant.  According  to  the 
statement  of  the  company's  officials,  it  has  meters  on  hand  that 
can  be  installed  at  any  time. 

An  order  is  entered  requiring  the  company  to  install  a  meter  at 
the  complainant's  residence.  George  I.  Bowne  vs.  Mount  Holly 
Water   Company,    p.     423 

Application  is  made  by  an  individual  supplying  water  to  some  of 
his  neighbors  through  a  pipe  laid  in  a  public  highway  to  discon- 
tinue service.  If  the  water  plant  is  not  a  public  utility  within  the 
statutory  definition  the  petitioner  may  discontinue  service  and  the 
Board  cannot  interfere.  If  it  is  a  public  utility  the  Board  cannot 
compel  him  to  continue  to  operate  with  revenues  insufficient  to 
pay  the  cost  of  operation,  provide  an  adequate  fund  for  mainte- 
nance and  depreciation,  and  afford  a  reasonable  return  on  that 
part  of  the  plant  used  to  supply  water  to  others.  It  is  apparent  a 
rate  sufficient  to  aflFord  necessary  revenue  would  not,  except  for 
a  limited  period,  if  at  all,  be  paid  by  the  consumers.  The  Board, 
assuming  the  matter  is  one  subject  to  its  jurisdiction,  will  permit 
the  petitioner  to  discontinue  the  supply  of  water.  In  the  matter 
of  discontinuance  of  water  service  by  Alfred  W.  Hill,  p.     450 

A  form  of  contract  submitted  by  a  water  company  in  accordance 
with  which  it  would  agree  to  extend  its  facilities  to  supply  service 
is  held  to  be  unreasonable. 
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The  Board  finds  the  extensions  would  be  reasonable  and  practica- 
ble; that  a  revenue  of  $51.00  per  year  for  a  period  of  five  years 
on  a  235  feet  extension  and  a  revenue  of  $340.00  per  year  on  an 
extension  of  580  feet  would  furnish  sufficient  business  to  justify 
their  construction  and  maintenance  and  that  the  financial  condi- 
tion of  the  company  reasonably  warrants  the  original  expendi- 
ture required  in  making  and  operating  the  same.  Beverly  Land 
Company  vs.  Delaware  River  Water  Company,  p.     490 

The  Hillcrest  Water  Company  does  not  furnish  safe,  adequate 
and  proper  service  and  should  install  hydrants  requested  by  the 
regularly-established  fire  commission. 

The  pumping  plant  and  distribution  system  of  the  company  are 
not  of  such  character  as  to  warrant  it  in  demanding  rates  based 
upon  entirely  sufficient  fire  protection  service. 
The  company  is  entitled  to  compensation  at  the  average  rate  of 
$15  per  hydrant  per  annum  for  the  service  it  may  render  under 
present  conditions. 

The  company  will  be  required  to  install  at  its  own  proper  ex- 
pense 100  hydrants  at  locations  to  be  agreed  upon  between  the 
company  and  the  fire  commission.  Mountain  Lakes  Association 
vs.  Hillcrest  Water  Company,  p.     506 

TELEPHONE  COMPANIES.    See  Rates— Teuphone  Companies. 

WATER  COMPANIES.    See  Rates— Water  Companies. 
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